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MUTUAL SECURITY ACT OF 1951 


THURSDAY, JULY 26, 1951 


Unirep States SENATE 
CoMMITTEE ON Foreign RELATIONS 
Washington, D.C. 

The committee met, pursuant to call, in room 219, Senate Office 
Building, at 10:30 a. m., Senator Tom Connally (chairman of the 
committee) presiding. 

Present: Senators Connally, Green, Gillette, Wiley, Smith of New 
Jersey, Hickenlooper, Lodge, and Brewster. 

Also present: Senator Dworshak. 

The Cuarrman. The committee will come to order. 

The committee has before it for consideration the foreign aid pro- 
gram. 

We have the pleasure of having with us this morning the Secretary 
of State, who will open the hearing by presenting a statement. Do 
you have a prepared statement, Mr. Secretary ? 

Secretary Acnrson. Yes, I have, Mr. Chairman. 

The CuHarrman. You will be subject to questioning after the state- 
ment; is that right? 

Secretary AcHeson. Yes, sir. 

The Cuarrman. Very well. All right, Mr. Secretary, you may 
proceed. 


STATEMENT OF HON. DEAN ACHESON, SECRETARY OF STATE 


Secretary AcHeson. Mr. Chairman, members of the committee, I 
am very happy to appear before your committee in support of the 
Mutual Security Program. I know that many of you have recently 
been abroad to study at first hand some of the problems involved in 
such a huge undertaking. All of you are familiar with the main 
problems with which we are confronted and with the objectives of 
our policy. 

But I would like to review with you some of the major reasons 
why we believe that this program is an essential and vital part of our 
country’s defense and foreign policies. 

The Mutual Security Program is based on our demonstrable need 
for strength and support in the rest of the free world. The need 
for such support is as great today as it has ever beeen. The present 
armistice negotiations in Korea, irrespective of their final outcome, 
have not affected, and will not affect, that fundamental fact. It is 
essential that we do not take the easy course and delude ourselves 
into thinking otherwise. 

When the fighting was going against us in Korea it was easier to 
persuade ourselves and our friends abroad of the necessity for a 
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speedy strengthening of our common defenses. Day-to-day changes 
in the news from Korea do not change the basic situation. ‘The danger 
is no less real than it was a month ago. The strategy of the Kremlin 
is still the same. 


NO RELAXATION OF OUR EFFORTS 


If the armistice talks should eee. we would be ready for a 
major Communist assault on the United Nations forces. The enemy 
has been building up his forces throughout this period. General 
Ridgway is alert to the threat and is ready for it. The discussions 
at Kaesong thus far have not yet produced an agreement as to any 
points of substance which are essential to a satisfactory armistice. 

I need not remind this committee that we have hi id periods of rela- 
tive quiet before. There was an easing of tension for a while after 
the Soviet failure to dominate Iran in 1946. There was a lull in 
Soviet pressure after the Soviet success in Czechoslovakia. There 
Was an easing of tension after the defeat of the Communists in Greece 
and after the lifting of the Berlin blockade. There may be a period 
of comparative quiet if there is an armistice in Korea. If so, we 
must. not let ourselves be pulled off balance by a shift in tactics. 

It is our purpose to create enough strength in the free world to deter 
the Soviet imperialists from all aggressive adventures and to bring 
about an era of genuine relaxation of tension. But we must face 
the fact that the required amount of strength does not exist. Until 
it does exist—and until there is a fundamental change in Soviet 
policy—we must recognize temporary easings of tension for what they 
are: as tactical moves intended to weaken and to divide us. 

I am convinced that the American people, with the events of recent 
years clearly in mind, will not now relax their efforts to make our 
country secure. 

We must instead renew our determination and increase our current 
efforts to create an over-all situation of strength that will bring a 
measure of general peace and security. 


ESSENTIAL FEATURES OF PROPOSED PROGRAM 


It. would be misleading to imply that this porgram can be com- 
pleted without sacrifice. ‘Tt is going to cost large sums of money and 
it is going to take time. I am convinced that it represents the most 
economical, practical, and efficient method of providing this country 
with the necessary security. I believe that irrespective of comparative 
costs, there is no other way of providing an equivalent measure of 
security. 

The practical steps which we are taking and those which we now 
propose to take to build strength in other countries are essential to 
our own safety and well-being. 

We are requesting a total of $8.5 billion, of which $6.3 billion is for 
military aid and $2.2 billion is for economic aid. This assistance to 
other free nations will yield a much larger and a much faster return 
in terms of our national security than we could obtain by spending 
the same sums of money directly on our own Armed Forces. Without 
this program our whole defense strategy would have to be drastically 
revised. That would be both a costly ‘and a di angerous procedure. 
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We are not now proposing an essentially new program. What is 
new is the pulling together of the economic, technical, and military 
assistance elements of our foreign aid into one program. It is impor- 
tant to keep in mind the relationship of these different elements of 
strength. 

COMPONENTS OF THE AID PROGRAM 


Military assistance, from a dollar standpoint, is the largest single 
item of the Mutual Security Program. It is not necessarily and in 
every instance the most important part. We have seen how political 
and economic deterioration and loss of morale rot the fibers of military 
strength. And we have seen how political and economic recovery 

‘an contribute to an increase in military power. 

Thus, while we must be deeply concerned with the development of 
military strength, I am concerned that we not take too narrow a view 
of the problem. Economic and technical assistance must be sufficient 
to support the military programs and to deal with some of the funda- 
mental problems of weakness where weapons alone are no defense. 

Security is more than a military matter. It requires action against 
all those forces which undermine the free world. And it is not only 
the aid itself which is important—it is the way in which the aid pro- 
grams are conceived. If these assistance programs are carried forward 
affirmatively and dynamically, they will in themselves become a source 
of strength and support. 

Nor should we take too narrow a view as far as the different re- 
cipient countries are concerned. The needs of each have to be con- 
sidered separately, but the relation of the parts to the whole must not 
be lost sight of. The parts interlock—between countries and areas, 
and within them. 

DEVELOPMENT OF PROGRAM 


This program has been developed over a period of many months by 
teamwork between all the departments and agencies concerned. They 
had available to them a vast amount of information assembled here 
and abroad. They also had the plans and data of many international 
agencies in which the United States is represented—such as the North 
Atlantic Treaty Organization, the Organization for European Eco- 
nomic Cooperation, the Inter-: American Defense Board, and various 
United Nations agencies. 

This Mutual Secur ity Program is the result of the evaluation of this 
material and its coordination with our own plans and programs. It 
is the judgment of our highest authorities in military, economic, and 
foreign affairs that the program is needed in our own interests, that it 
will efficiently contribute to our own security, and that we have the 
means to carry it out. 


PRESENTATION OF THE PROGRAM 


The presentation of the program to your committee will, like the 
preparatory work, be a teamwork job. Following me, you will hear 
General Marshall, Mr. Foster, and four of our leading men in E urope. 
Mr. Spofford, Mr. Katz, and Mr. Batt, and General Kibler. Then 
the political, military, economic, and administrative aspects of the 
program in Europe, the Near East, the Far East, and the Western 
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Hemisphere will be presented by officials of the Departments of State 
and Defense and ECA, with assistance from other agencies on par- 
ticular subjects of concern to them. 

And I might interject here, Mr. Chairman, that you inquired at 
the opening of my statement whether I would be available for ques- 
tioning, which, of course, I shall be. I want to point out that in 
matters of detail we will have all the people primarily in charge of the 
preparation of each branch of this program so that the committee may 
go as fully and deeply as it feels necessary and desirable into every 
aspect of the program. 

And finally you will hear from Mr. Cabot, the Chairman of the 
Interdepartmental Committee responsible for coordination of the 
program, and General Bradley, Chairman of the Joint Chiefs of 
Staff. 

This teamwork will be carried over into the administration of the 
program, and will obtain a continuity of thought and of action which 
will result in a single-minded application of funds to promote the 
security of our Nation and of the free world as a whole. 


ADMINISTRATION OF THE PROGRAM 


We are proposing that the Mutual Security Program be adminis- 
tered under existing legislation, brought together and amended to the 
extent necessary to further the objectives of this integrated approach. 
The Mutual Defense Assistance Act, the Economic Cooperation Act, 
the Act for International Development and other assistance acts pro- 
vide adequate foundation for a mutual security program. They were 
all designed to further the national interests and national security of 
our country, and they can be linked together to increase their effec- 
tiveness. 

The organizational arrangements under which the program will 
be operated also link to the arrangements under which these acts have 
been administered in the past. Using the interdepartmental Interna- 
tional Security Affairs Committee, we intend to make use of the 
valuable experience gained in operations under existing legislation. 
This will permit the new program to be carried out with minimum 
disruption of current operations, with maximum speed and efficiency. 

The amendments proposed to the existing acts are not many in 
number, but they are important. All are designed to make the appli- 
cation of our resources more effective in furthering mutual security. 

The men who will testify in support of this program will not assert 
that it is a perfect program. In a task as large and complex as this 
there will always be room for improvement and development—which 
is the reason why we seek some dlexibility in the use of the funds re- 
quested. 

What we are prepared to show is that requirements exceed currently 
available resources; that they have been trimmed to fit our immediate 
-apabilities; and that funds have been requested only where there is a 
need, a clear opportunity, and the means to build strength. This 
strength is important to our own security; it could not be obtained 


without our aid; and it could not be matched by any use of the same 
funds here at home. 
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BASIS OF PROGRAM-—TIME IS ON OUR SIDE 


The basis on which we have developed this program, as of our 
foreign policy as a whole, is that time is on our side if we make proper 
use of it. If we falter or relax the advantage will be with the other 
side. . 

The free nations are potentially so much stronger than the Soviet 
Union and its satellites that it would be folly if the free world’s 
strength were not organized and developed. The free area of the 
world includes more than two-thirds of the total world population 
and nearly three-quarters of the land area. The total productivity of 
the free world is many times that of the Soviet Empire. And the 
free world has resources of mind and spirit incaleulably greater than 
those under the dictatorial control of the Kremlin. 

The countries and regions of the free world are interdependent, 
and if there can be created unity of purpose, resolution to meet the 
present danger, and the great strength that can come from the mutual 
security efforts—and this is what we are now doing—then the threat 
that faces us can be reduced to manageable proportions. American 
policies are aimed at helping to bring about these conditions. 


WESTERN HEMISPHERE SITUATION 


Let us look first at the situation in the Western Hemisphere. 

Fortunately, we are blessed with good neighbors to the north and 
south. Our aim is to develop and strengthen the ties with our neigh- 
bors so that this hemisphere will have the security to enable all of us 
to pursue our national ideals and purposes free from foreign threats. 

Canada is a member with us of the North Atlantic Treaty and is 
associated with us in the Organization for European Economic Coop- 
eration. We and our neighbors to the south are members of the Or- 
ganization of American States. Military cooperation between the 
states of the Western Hemisphere is close and, I am confident, will 
continue to be close through the trials of the next few years. 

There are certain tasks—such as the protection of key installations 
and key sources of raw materials—which we believe our partners to the 
south are ready and willing to take over. Careful plans are being 
developed by the Inter-American Defense Board. The Mutual Secu- 
rity Program would for the first time permit grant military assist- 
ance which will be required by certain countries of this hemisphere in 
order to discharge specific military tasks of this character. 

There is also a very definite need in many of the Latin American 
Republics for help in improving agriculture and food production, 
health, education, and other essential services. The funds which are 
requested for technical assistance will be used for this purpose. 

These military and technical assistance programs amounting in all 
to $62 million will help to keep the New World a symbol of hope for 
men everywhere, an evidence of man’s ability to build a peaceful and 
secure and progressive way of life. 


SITUATION IN EUROPE 


Now let us look at Europe. You are familiar with the develop- 
ment of American policy in Europe since the war, of its evolution 
through the Greek-Turkish programs, the European recovery pro- 
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gram and the North Atlantic Treaty. And now American troops are 
participating in an integrated force for the defense of Western Eu- 
rope, with General Eisenhower as supreme commander, 

A united Europe that is strong economically, spiritually, and mili- 
tarily can, when added to our own strength, be a very strong deterrent 
to all forms of aggression, not only in Europe but elsewhere in the 
world. 

The program of aid to Europe totals nearly $7 billion, of which 
$5.3 billion are for military aid and $1.7 billion are for economic aid. 
The first is composed almost entirely of military end items to be used 
to equip forces now being raised and trained to use them. Economic 
aid, in large part, is directly related to defense. 

You are already familiar with the significant progress which our 
European partners have made during the past year in raising their 
defense expenditures, increasing milit: ary production, and training 
and equipping their armed forces. These tasks have been very dif- 
ficult because their economies are not yet strong enough to carry the 
full burden of the necessary defense program. They ‘have, however, 
undertaken these tasks with growing determination, and much prog- 
ress has been made. They are planning an even greater effort on all 
fronts. The Mutual Security Program will help make this effort 
possible and will help achieve our common goals. 


THE NEAR EAST 


Along the southeastern reaches of Europe and into the Near East 
the aims of our foreign policy are to make even stronger the existing 
strong points, and to help other countries to strengthen themselves 
against the dangers which they face. 

We are proposing military aid of $415 million and economic aid of 
$125 million for these purposes. This is in addition to economic aid 
for Greece and Turkey, which is included in the economic aid totals 
for Europe. The Near East is an area of special tensions today. Time 
is of great importance in furnishing aid to our friends in this area 

The military program alone, however, is clearly not enough. The 
peoples of the Near East must feel that their lot is with the free world, 
and that the free world has their basic needs—moral and material— 
at heart. The economic program is longer term in its nature, but we 
must build economic strength in the area if it is not to be lost to 
subversion or aggression. 


ASIA AND THE PACIFIC 


In Asia and the Pacific area we have proposed a program of $930 
million. Military aid will amount to $555 million and economic aid 
to $375 million. 

In the great crescent which reaches from Japan to Afghanistan, 
there live almost 700 million people—about 3 out of 10 people who 
inhabit the earth. 

The area includes south Asia—India, Pakistan, Afghanistan, Cey- 
lon, and Nepal; southeast Asia—Thailand, Burma, Indonesia, and the 
Associated States of Indochina; and the Philippines, Formosa, and 
Korea. 
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But it is not only its large population which gives this area sig- 
nificance in a survey of the defenses of the free world. In this crescent 
are large resources of strategic materials essential to the productivity 
of the free world—tin, rubber, jute, petroleum, and many other 
materials. The location of this crescent is also of significant im- 
portance—astride the vital Pacific Ocean lines of communication, and 
bordering the Communist-dominated central land mass of Asia. 

Of key importance too is the industrial potential of Japan, which 
lies within this region but is not included in this aid program, since 
its needs are met in other ways. 

Communist pressures in the Pacific area have been very great and 
internal pressures are continuous. The immediacy of the military aid 
for this area is'apparent. The arms we are sending to Indoc ‘hina and 
the Philippines are urgently needed. With the concentration of the 
Communist effort in the last year in Korea, some people may have 
forgotten that the Communist pressures still are being kept up else- 
where in this region. 

We are proposing substantial military aid to Formosa, in order to 
strengthen its ability, in conjunction with the Seventh Fleet, to resist 
any aggression, pursuant to the President’s policy statement of June 
27, 1950. We will supplement this aid, which is deemed essential 
for the military defense of the island, with economic assistance re- 
quired to backstop the military effort and to assist Formosa to become 
self-sustaining. 

Military aid to these countries is only part of the problem of 
strengthening the far eastern areas. The other part of the problem 
relates to the way people live. Poverty, disease, illiteracy, and re- 
sentments against former colonial exploitations are our enemies, too. 
They represent turbulent forces which the Communist exploits at 
every opportunity. To achieve our objective of helping the people 
of this area maintain independent governments friendly to us, we 
must understand these forces at work in Asia, and we must assure that 
the forces of nationalism and of the drive for economic improvement 
are associated with the rest of the free world instead of with com- 
munism. 

That is why an essential part of the Mutual Security Program 
for this area is designed to help the people of Asia to create social 
and economic conditions that will encourage the growth and sur- 
vival of non-Communist political institutions dedicated to the honest 
fulfillment of their basic needs and aspirations. American materials 
and technical help can be of inestimable value. 

The program before you also calls for $112,500,000 in support of 
the United Nations Korean Relief and Rehabilitation Administra- 
tion. The approach to relief and rehabilitation in Korea will be on 
an international basis in cooperation with other members of the 
United Nations. 

In considering the over-all security of the Pacific, we also have in 
mind the great importance of restoring sovereignty to Japan. You 
are familiar with the ver y real progress we are making in the prepara- 
tion of a treaty of peace for Japan as the essential first step-in this 
direction. 
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NEED FOR LARGE APPROPRIATIONS NOW 


T know that we all want to see an end in sight to the great efforts 
we are now making through the aid programs that are designed to 
promote and sustain our foreign policy. The immediate task is to 
build the capital structure both here and abroad. After that is done 
there will be the lesser problem of maintenance. All in all, it will 
require a number of years of hard work and sacrifice. 

Very large appropriations will be required for at least the next 
several years. But as the build-up of the North Atlantic Treaty 
forces is completed, the amount of aid for the European area can be 
substantially reduced beeause we believe that the maintenance of the 
necessary European forces should be largely financed’ by Europeans. 

The ingenuity and best efforts of all free nations are necessary to 
success. We are proposing a large capital investment to make these 
efforts possible and fruitful. That is the cheapest and quickest way— 
perhaps the only way—that we can achieve peace and security for 
the people of the United States. 

The Carman. Mr. Secretary, the bill carries $8,500,000,000 for 
the foreign-aid program. Is this the total amount contemplated for 
such a program for 1952? 

Secretary AcHEson. Yes, sir. 

The Cuarman, Or are any other similar programs being planned? 

Secretary Acuerson. No, sir. This is the total Mutual Seeurity 
Program as I pointed out in the statement. Japan is not included in 
this program because it is cared for in other ways. 


PROGRESS IN EUROPE 


The Cuarman. Are you satisfied with the progress of our Western 
European allies under the plans for defense of Western Europe? 
Are you satisfied with the progress they are making? 

Secretary Acneson. Well, as I said the night before last in Detroit, 
Mr. Chairman, none of us can be satisfied with the progress that we 
or any of our associates are making in this effort and we must con- 
stantly attempt to make greater progress. 

The Cuarrman. Are we doing everything we can now to encourage 
them to build up their strength ? 

Secretary AcueEson. I think we are doing everything we now can 
to encourage them and I think they are putting their hearts and 
strength into it to assist themselves, and I think all of us can do even 
more in the years ahead. 


PROPOSALS FOR ADMINISTRATION OF PROGRAM 


The Cuamman. Now, it has been assumed for a long while that 
ECA would be discontinued in 1952, and in that connection various 
questions have been raised about the administration of the foreign- 
aid program. In view of the changing nature of our program what 
specific proposal do you have to make with respect to administration 
Should a new agency be created? Should ECA be continued and its 
mandate enlarged ? 

Secretary Acueson. I should be glad to talk about that in a gen- 
eral way, Mr. Chairman. May I preface it by saying I think it is 
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important to get the people who will appear at the beginning of these 
hearings to give their views on this matter but I am sure the committee 
will be able to reach a more definitive judgment on this question after 
it has gone into the substance of the program so that you can have 
clearly in mind what is to be done. Then how it is done will be some- 
what easier to tackle. 

Ii. answer to your question, sir, the program which the President 
has recommended in his message to the Congress in connection with 
this is to make as few changes as possible in existing legislation and in 
existing administrative agencies, and as I pene out in my state- 
ment that contemplates the use of existing legislation with some im- 
portant amendments and the use of existing administrative agencies. 


ELEMENTS IN ADMINISTRATION OF PROGRAM 


As the committee studies this I think it will see that there are three 
elements which have to remain just about the way they are at the 
present time in the administration of the program. There is, first 
of all, the participation of the Defense Department. So far as the 
whole military side of this is-concerned there is no substitute for the 
Defense Department; no new agency or other agency than the De- 
fense Department could possibly perform its tasks. 

Then there is need for an operating economic agency. We have that 
and we will have to continue to have that, and whether it is under a 
different name and different legislation it would be a great waste to 
sacrifice the organization which now exists, and very able men who 
are now operating it. 

Then there is the necessity for the coordination of the military and 
economic side in the interests of the foreign policy of the United 
States, and that can only be done by the agency, which under the 
President is supposed to do that sort of thing, that is, the State De- 
partment. There is no other agency which could or should do it. 
There have been from time to time suggestions that the coordination 
of foreign-aid programs ought to be put into the Executive Office of 
the President. I think the whole conception of the State Department 
that you find in the Hoover Commission report and the whole con- 
ception that we have of it at the present time in the State Depart- 
ment is that the Department is in effect in the Executive Office of the 
President. 

Now, the Department of State is really a branch of the White 
House. We do not administer programs as other departments do. 
What we do is to serve as the secretariat of the President for the coor- 
dination and for the formulation of foreign policy and, therefore, I 
think we play an essential part in this program. 

Now, those three elements I don’t think can be substituted. I think 
that they must remain there. The problem then is, Do you need some 
new kind of an organization ? 


CONTINUING THE ECA 


The chairman has pointed out that it is stated that ECA would 
come to an end on July 1, 1952. If it is not desirable to carry this 
intention out it can be done by indicating that the ECA as the ECA 
is finished on that date and the organization is turned over to other 
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duties, which are those of the economic assistance for the military 
program. 

This could be done but I think it would be too bad and wasteful 
to lose the benefit of the present organization by trying to create 
something wholly new from the ground up, and we would also lose a 
great deal of important time, if that happened, 


EMPHASIS ON THE MILITARY PROGRAM 


The Crarrman. Mr. Secretary, it has been the opinion around 
here that the money heretofore appropriated for the ECA would 
largely, if not entirely, now be devoted to the military program; 
is that not true? 

Secretary Acueson. Yes, sir; I think that the whole impact of the 
economic assistance is assistance which is necessary to carry out the 
rearmament program and to a very large degree the ECA’s original 
task has been accomplished. Now, there are some countries where 
it has not been, and we all knew that it could not be within the period. 
For instance, Greece and Austria are not in the position where the 
original ECA aid is completely finished. In most other countries in 
Europe it has completed its task. 


DURATION OF PROGRAM 


The Cuarrman. Well, one of our big problems has been to build 
their collective stre ngth fast enough to deter Communist aggression. 
Will we be that strong by 1953 or will it take us still another year 
to build the joint defense of the North Atlantic area / 

Secretary Acueson. I should think to provide this capital equip- 
ment which we need will carry us through the fiscal year 1954—1953 
and 1954—so I think we will have three prom uns; the one we are 
considering now and one for 1953 and one for 1954. 


ADMISSION OF GREECE, TURKEY, AND SPAIN TO THE NORTH ATLANTIC 
TREATY ORGANIZATION (NATO) 


The Cuatmrman. Now, a great many people are of the opinion that 
the Atlantic Pact should be e expanded to include countries in the Medi- 
terranean area such as Greece, Turkey, and possibly Spain. Do you 
agree that this will increase our collective strength ¢ 

Secretary Acueson. We have made, as you know, Mr, Chairman, 
proposals under the Atlantic Pact Organization that Greece and 
Turkey should be included. That matter is now under consideration 
in the Council of Deputies and by the two Governments, and I hope 
it will be acted upon by the organization in its meetings this year 

The matter of the inclusion of Spain in the organization has not 
reached anywhere near the stage of development and there will have 
to be considerable time elapse before we do reach that point. 

The CuHarrman. As a result of Admiral Sherman’s visit to Spain, is 
there anything new you have to report with respect to bringing these 
countries into the pact / 

Secretary Acurson. No, sir; I do not think there is anything new 
tc report. 

The CHarrMan. 


Allright. Senator Green. 
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MUTUAL AID ASPECTS OF FOREIGN ASSISTANCE 


Senator Green. Mr. Secretary, I, myself, am almost in complete 
accord with your statement here but it is a question of expression and 
emphasis to which I direct your attention. ‘Throughout we are talking 
about aid to this country and aid to that region. I think it is un- 
fortunate but from the point of view overseas in those countries and 
here at home we are continually speaking of aid to them. It is not 
entirely aid tothem. This is mutual aid. I do not think that should 
be repeated over and over again—but it is not really aid to a European 
country, meaning unil: iteral aid. That is what the inference is to a 
good many people there and a good many people here. Take a Euro- 
pean country that has ine ‘reased its manpower and the length of mili- 
tary service. It hasn’t the uniforms and it hasn't the equipment. We 
are giving them aid when we provide them with those but they are 
giving us aid when they provide the men, and I think so far as we can 
in dealing with the public, foreign and domestic, we ought to em- 
phasize the fact that it is exchange ‘of aid. Those countries provide the 
men: we provide the material. Many will say that they are giving 
something much more valuable than dollars. They are giving human 
lives. If we say it is for their defense they may say “Yes, we have a 
European army that is for the defense of Europe as well as for the 
defense of the United States,” and I think the more we emphasize 
the fact the better. 

I don’t think this country would be justified in spending all this 
money just for the defense of Europe, unless it were for the defense 
also of the United States, and it is very easy to lose sight of that—not 
en the part of people like the public officials who spend their full 
time and give their entire attention to it but on the part of the general 
public. They say, “Why should we send money there? Why don’t we 
withdraw this aid?” Well, they are hurting themselves as much as 
they are hurting the people who have received our aid. 

I wonder what your counsel or criticism would be on that. 

Secretary Acheson. I think that is a very sound attitude indeed, 
Senator Green, and I am happy to see that the bill which the committe e 
is considering this morning has as its title ““The Mutual Security Act. 

Senator Green. Yes; it is right in that respect. But then we im- 
mediately lapse in discussing those questions by saying, “aid to Europe, 
aid to Greece, and aid to Turkey. 

Secretary AcnEson. Yes; that h: appens very often, and I think you 
are right in drawing attention to the fact that we are all in this whole 
defense effort together and that it is our mutual security which we are 
trying to def fend, and insofar as our allies can be strengthened it 
strel ether ns us, and insofar as we can be strengthened it strengthens 
them. I would say it is purely mutual. 

Senator Green. We lay the emphasis on giving aid. In the first 
place they don’t like it. They are not objects of charity. They are 
doing something in return, and here at home we are saying, “We are 
giving all this stuff away to foreign countries in giving aid.” 

The Cuamman. Right at that point, isn’t it because of the fact that 
the first impact of aggression will be on these countries in Europe 

rather than on us? U ‘Itimately it will be on us but we are led into 
giving aid to them because that is where the aggression would first 
strike—Western Europe. 
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I am not complaining. I think you made a good point there. — 
Senator Green. It is not a question about the facts. It is a question 
of the presentation of them. 


ECONOMIC AND MILITARY AID 


Well, I notice in one place here you speak of economic aid in large 
part as directly relating to defense. Now, as far as this bill is con- 
cerned, isn’t it entirely related to defense ? 

Senator Brewster. Mr. Chairman, would the Senator move the mi- 
crophone a little nearer to him? It is difficult to hear down here. 

Senator Green. On page 5 of this draft he uses the following lan- 
guage: 

BKeonomic aid in large part is directly related to defense— 


and I understand that the object of the bill itself was defense and that 
other objectives were omitted. 

Secretary Acueson. Well, as I pointed out a moment ago, Senator 
Green, there are some countries, and I mentioned Greece and Austria 
as countries where the economic recovery effort has not reached the 
point where it can be ended, and, therefore, both in Greece and in 
Austria some of the economic aid is directed toward economic recov- 
ery and subsistence. 

‘Now, that is all very important for defense, of course, but in trying 
to be perfectly frank = clear about this, we wanted to point out 
that in some cases the economic aid is directly related to defense be- 
cause it permits the expansion of defense production efforts. 

But Greece and Austria are cases where the assistance is not directly 
related to defense, and that is all that sentence refers to. 

Senator Green. Can you give us some idea of the percentage ? 

Secretary AcHeson. That can be and will be given to you. I am 
not able to do it. 

Senator Green. I think we ought to know how much is directly 
related to defense and how much is indirectly related to defense. 

Secretary Acneson. That can be shown when we come to the details 
of title I. 


COLONIAL EXPLOITATION 
Senator Green. Then you speak on page 6 of the— 


Poverty, disease, illiteracy and resentments against former colonial exploita- 
tions are our enemies, too. 

Why do you put in “former”? Why isn’t it true of present ex- 
ploitations ? 

Secretary AcnEson. What I was referring to there is the very great 
sensitiveness that exists all through this area, as you very well know, 
Senator Green, because you have been there much more than I hav e, 
against the Western Powers who in the past they believed exploited 
them through their colonial relationship. That is over. The colonial 
relationship is over at the present time but the memory continues and 
is a problem in dealing with those countries. 

Senator Green. They don’t regard it as being over. Millions of 
people in the Far East regard themselves as still the subject of exploi- 

tation. I think they do, in understanding the form of changes, in 
India and Indochina. The people in New Guinea, the people in | Hong 
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Kong, and in all those places regard themselves as subject to colonial 
exploitation, and if the people there are not affected it is the people 
in other countries in the Far East who are sympathetic about them. 

Secretary AcHEson. I am sure you are right about that, Senator. 
You have been there and you know. 

Senator GrzEN. I think it is the greatest force in the Far East, the 
desire to be free from foreign rule or foreign dictates. I think that is 
what the people there want more than any one thing today, and I 
wondered about the distinction between “former” and “now.” 

All right, thank you very much. 

The Cuatrman. ‘All right, Mr. Wiley. 


TOTAL FOREIGN AID FOR FISCAL 1952 


Senator Witey. Mr. Secretary, on page 2 1 read on your statement: 

I'm convinced, however, that it represents the most economical, practical, and 
efficient method of providing this country with the necessary security. I believe, 
moreover, that, irrespective of Comparative Costs, there is no other way of 
providing an equivalent measure of security. 

I think that before the American people you have there stated the 
conclusion that must be sustained by the facts as they are developed 
in this hearing. 

Yesterday some of us were privileged to have lunch with General 
Marshall and some of his advisers. At that time we called attention 
to the fact that we thought it would be wise, and I presume that course 
will be followed, to have a detailed and concise breakdown in exhibit 
form, of the military aid and the economic aid to the various countries, 
and that that breakdown should be sustained by evidence of the pro- 
curement costs because we have heard so much lately about the appre- 
ciation in costs. I presume you agree fully with that procedure, do 
you not? 

Secretary ACHESON. I am sure that is correct, sir. I am not ina 
position to say whether that is the best way to do it or not but if the 
committee wishes that, I know it can be done. 

Senator Witey. Is there any supplemental amount contemplated in 
any way! I think the qqucction was asked and I think your answer 
is “No.” but is there content jlated an increase to the capitalization 
of either the Export-Import Bank or the other bank, the International 
Bank, of some kind ¢ 

Secretary Acueson. I believe there has been a recommendation in 
the increased capitalization of the export-import dollars. 

Senator Witey. Some $2 billion? 

Secretary Acueson. One. 

Senator Wier. One billion dollars? Then that $1 billion would 
be used for economic aid outside of this program of 8.5 billion? 

Secretary AcHeson. It would be used for the present purposes of 
the Export-Import Bank, which would be supporting and helpful to 
this program but which are not directly related to a defense program, 
but rather to economic development. 

Senator Wiiery. If it is another billion on top of the 8.5 billion it 
will be 9.5 billion. Do I understand that is to be made available? 

Secretary Acnreson. No. Whai we say for this program for foreign 
aid or mutual aid in connection with this whole program, is that the 
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recommendation is 8.5 billion. Now, the Export-Import Bank has for 
many years, as you know, carried on a variety of functions. One of 
them has to do with the Aevéloiiens of sources of new materials, 
strategic and otherwise, for the United States, and that program 
would be continued. 
Senator Witry. Well, then, I gather from your answer that we ; 
can look forward to not an over all of 8.5 billion but 9.5 billion with 
this additional billion. 
Secretary Acneson. Well, if you wish to put it that way, Senator, 
that is all right. 
Senator Winery. I haven’t any wish in the matter, Mr. Secretary. 
} am trying to find out because, after all, the money has to be raised 
by the taxpayers of this country. I want to know whether there is 
anything more contemplated than the 8.5 billion. If you add another 
billion to the E xport-Import Bank it seems to me it contempl: ites an- 
other billion, or is that billion included in the 8.5 billion? 
Secretary Acnrson. No; it is not included in the 8.5. 






























EMPHASIS ON MILITARY AID NOW 


Senator Wirtry. Now, from our recent trip we got the general im- 
pression, as you stated here, that ECA and the Marshall plan have 
done a good job toward resuscitating the European countries’ economy, 
and if it were not for the military threat now of Russia we might very 
well, except for the two countries you mentioned, discontinue further 
economic aid. But because of the military situation precipitated by 
the Kremlin throughout the world, we have now gone into this 
military aid, as I understand it, and whatever economic aid that we 
continue, it is sort of supplementary to the military aid. In other 
words, the military plan is now the major program. 

Secretary Acurson. That is correct, Senator. Yes, sir. 








TOTAL FUNDS FOR POINT 4 


Senator Witry. Now, in your statement you mentioned something 
about point 4. Is this additional billion for the Export-Import Bank 
supposed to fit into that program outside of the point 4 program, 
which I think you said would be about $62 million ? 

Secretary Acurson. The point 4 program is entirely in this bill, 
Senator. There are no other funds connected with point 4 contem- 
plated. x 





EFFECT OF INFLATION ON FOREIGN AID 










Senator Witry. What has been the effect of inflation on the amount 
of nid. measured in dollars, which is requested? Has inflation in fact 
appre ‘ciably reduced the aid voted in the last session of the Congress. 

Secretary Acneson. I am informed by the Defense Department, 
which has charge of procurement in this area, that that is so. I think 
witnesses from the Defense Department who do the procurement of 
these military items can tell you exactly the amount. I believe that 
General Marshall testified before the House committee that it was 
startlingly large. 
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TOTAL FOREIGN AID FOR FISCAL YEAR 1952 


Senator Witry. This bill purportedly covers United States assist- 
ance to countries abroad. Are we contributing any other aid to for- 
eign countries? If so, what form does it take / 

Secretary Acueson. I am not aware of any, sir, unless you include 
in that the operation of the Export-Import Bank and the Interna- 
tional Bank, which are of a very different nature. 

The Cuairman. The Export-Import is wholly other than that. It 
is not tied in with this proposal at all. 

Secretary AcurEson. That is right, Senator. 

The Cuairman. And they have other arrangements by which they 
carry on their operations. They are not tied in with this at all. 

Secretary Acneson. That is correct. 

Senator Witey. I don’t think my questions implied that it was, 
Mr. Secretary, but if the American people have got to raise another 
billion dollars of money for the Export-Import Bank, the total goes 
automatically up to 9.5 instead of 8.5. I am wondering if there are 
any other agencies that get funds that we have to provide. 

I am not going at this in a critical mood. I am going at it to try 
to get the over-all picture. Now, if there are any other funds that 
have to be raised by any other branches or arms of Government, I 
wanted to find out what they were and what the amounts might be. 

Secretary Acneson. I am not aware of any, Senator. 


BEST PROGRAM AT TIIIS TIMI 


Senator Winey, I return to this statement again: 


I am convinced this represents the most economical, practical, and efficient 
method of providing this country with the necessary security 

Do you want to amplify that any’ This is your conclusion, but 
we don’t know how you anes at that. Not that I dispute your 
conclusion at all, but there are a lot of people | 7 this country who take 
the opposite view, that we fe ave done enough. I don’t agree with that, 
after seeing Europe and seeing what I think is a marvelous comeback 
in morale since I last visited in 1947, and also a comeback in the eco- 
nomic life of the people. I sense that there is something new in that 
picture that wasn't there in 1947, economically and from the stand- 
point of the spirit. But most of our people havent had that exper- 
ience that I have had. 

I take it that this conclusion is the consensus arrived at by yourself 
after consulting with the best military and economic brains in our 
Government. Is that right / 

Secretary Acurson. That is correct, Senator. This is a view 
reached by the executive branch. The roots of the matter go into the 
whole conception of the security of the United States, which has been 
developed over the past years in connection with the North Atlantic 
Treaty, the Inter-American System, and the arrangements which we 
are working out with New Zealand and Australia, our relations with 
the Philippines, and the new treaty with Japan and the security 
treaty with Japan. It is based on the idea that security is not an 
individual national matter; that it is a question which affects the 
whole free world, and that it is only by strengthening all of our 
partners in the search for this security that we can attain it. 
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Senator Wi.ry. Then again, in this same statement, you say: 


Irrespective of comparative costs, there is no other way of providing an 
equivalent measure of security— 
Do you want to amplify that ? 

Secretary Acurson. Yes, sir. That refers to the fact that you 
obtain through the North Atlantic Treaty arrangements and through 
the Rio and these other treaties which I have mentioned, and these 
other arrangements, security forces, troops, armaments, in addition 
to those of the United States, all of which are operating together for 
the same end. They all work to protect all of us against aggression, 
because if aggression occurs it inevitably involves all of us. If we 
relied solely upon raising forces within the United States we would 
have left untouched the great problem of raising forces in other 
countries so that they may protect their own security and ours, 
which, as Senator Green pointed out, are so intimately connected. 

Senator Wirey. Then I take it there is a great reservoir of man- 
power that we haven’t really got that is available if we can get these 
countries to become real military collaborators? 

Secretary Acneson. There is a great reservoir of effective fighting 
forces and also of great industrial potential which it is most im- 
portant to keep on the free side of the world and not to allow dis- 
integration to put it on the other side. 


FUTURE DURATION OF FOREIGN AID 


Senator Wirry. I presume you don’t want to put yourself in the 
role of a prophet ‘alll tell us how long this aid has got to continue? 

Secretary Acheson. Well, I think that General Marshall and Gen- 
eral Bradley can add a great deal more specific information to what 
I can say, but it would seem to me that to provide the necessary 
capital equipment to set up the forces which are contemplated under 
the Rio arrangements and the North Atlantic Treaty arrangements 
would require three more programs, this one and the ones in 1953 and 
1954. I would not want to prophesy that it would all be accomplished 
by the end of that time, but the greater part of it would have been 
achieved. 

Senator Witry. Do you not think, as a matter of fact, if by that time 
there is no solution to this technique that the Russians are using, that 
there will have to be more or less continuation of aid, probably in 
diminishing amount, if the threat doesn’t become more evident? Isn’t 
that your conclusion, if we can’t see the end in sight? 

Secretary AcHEson. You can see the contours and the end of the 

reat capital effort if you take, as I am sure the military people will 
eS glad to do in executive session, the programs which have been 
worked out, and see the speed with which they can be accomplished. 
The capital part of the equipment can be done in about the time that 
I have suggested. Just what will be necessary beyond that, you have 
correctly said no one can see with absolute clarity, but it should permit 
very substantial reductions in the contributions coming from the 
United States: Further, one very important part of the economic 
side of this particular program we have here is that that enables the 
European countries to set up the manufacturing establishments which 
are necessary to maintain and keep in first-class condition the capital 
equipment which we are furnishing. 
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Senator Witey. I presume that in reaching this conclusion, the 
executive department, with the best brains that it has in the economic 
and military field, took into consideration the tax potential of this 
country ¢ 

Secretary AcHrson. Yes, sir. That has been given very careful con- 
sideration. 


LESSENING NATIONALISM IN EUROPE 


Senator Witey. Mr. Secretary, when we were abroad we sensed 
a weakening here and there of the national animosities and hates that 
have kept Europeans at each other’s throats through the centuries. 
Can you make any contribution toward that ¢ 

Secretary AcuEson. Well, I think you got an impression which 
is profoundly true, Senator. I think there has been tremendous 
progress in the last 3 years in the whole integration of European 
effort and in the disappearance of these animosities of which you 
have spoken. You are thoroughly familiar with the tremendous 
step forward which was taken in the Schuman plan. Now I believe 
that there is going on at this moment in Paris another movement which 
is of most profound significance. Yesterday we read in the papers 
the interim report of the Paris Conference describing the items of 
agreement and the items which have not yet been agreed upon in con- 
nection with the creation of a European defense force which will be 
integrated into the North Atlantic defense forces. That, I believe, 
is a very great step forward, and also in yesterday’s paper there was 
the report that General Michaelis has been made the observer of 
General Eisenhower’s headquarters at these meetings. That, I think, 
will be of very great help in solving the military problems which 
remained among the items not yet agreed, and I have great hope 
that within the next few months we will see significant steps taken. 

Senator Witey. And is it your conclusion that American aid and 
American collaboration in the past and in the present have made a 
substantial contribution toward this changed approach / 

Secretary Acneson. Yes, sir. I believe it has been essential to it. 

Senator Witey. That is all, Mr. Chairman, 

The CuHatrmMan. Senator Gillette? 


CHANGING NATURE OF OUR AID PROGRAMS 


Senator Gittetre. Mr. Chairman, Mr. Secretary, there are a number 
of questions that I want to ask as to detail that I shall reserve for the 
witnesses who are to follow you. There are two questions that I want 
to ask you of a general nature. 

Our foreign assistance has changed in its goal and purpose. At 
first it was for the purpose of serving human need through relief, as 
I recall, and then we advanced to the Marshall plan rehabilitation 
concept, that we could put the people on their feet economically and 
they could take care of their human needs. 

As I understand this present proposal, it has taken a further step, 
and the assistance proposed here is intended entirely for military 
assistance and for defensive purposes. 

Secretary Acurson. Yes; in Europe, with the exceptions which I 
indicated a few moments ago. 

Senator Giuterre. Of Austria and Greece. 
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Secretary Acneson. Of Austria and Greece. That is the purpose 
and effect of the present program. The earlier programs have been 
very largely achieved, and we are now moving into dealing wih a new 
danger and a new purpose and a new program. 

Senator Girterre. And such aid as is proposed for economic assist- 
ance is intended to build up an economy to support a military effort ¢ 

Secretary Acurson. That is correct, Senator; yes. 


INTERNATIONAL DEVELOPMENT PROGRAMS 


Senator Giuterre. That being the case, the first of my question is 
this: Section 2 of the bill provides that it is the purpose of the act 
to promote the foreign policy of the United States by authorizing 
military, economic, and technical assistance to friendly countries to 
strengthen the individual and collective defenses of the free world, 
which, of course, would be in accord with the statement you have 
just made. But the next phrase: 


to develop their resources in the interest of their security and independence— 


What do you conceive that second phrase to mean ? 

Secretary AcHrson. May I go back to my answer to your earlier 
question. In answering your question, I was thinking primarily of 
title I, which is the European part of this, and with ‘the exe eptions 
that I mentioned I think what I said was correct about that. What 
I said would not be altogether correct about the other titles, because 
in connection with the Near East and Africa and with the Far East 
there are funds provided for which are not directly connected with 
military security. They are connected with security in the sense of 
laying the essential foundation of economic stability without which 
there would be Communist penetration, but I think I gave you too 
narrow an answer to your question. 

Now you are directing attention to section 2 of the act. May I get 
clear in my mind just what the question was / 

Senator Guarte. I referred, Mr. Secretary, to line 8 of section 2, 
on the first page, which announces the purpose to be the strengthening 
of the individual and collective defenses of the free world, which 
would be, of course, in thorough accord with the objective that you 
stated. But then this phrase is added: 
to develop their resources in the interest of their security and independence, 

Secretary Acnerson. That, IT think, is quite directly related to the 
correction which I was making to my answer to you. It refers in 
part to the economic assistance directly related to the military pro- 
gram which is so important in title I, and it also refers to economic 
assistance in the other two titles which are not so directly related. 
In these latter cases the effort is to allow us to help and assist these 
countries to develop their own resources for the expansion of their 
own well-being so that they can be stronger and more secure inter- 
nally than they would be without that. 


REASONS FOR EMPHASIS ON EUROPE 
Senator Gitterre. Now my second question, Mr. Secretary, is this: 


Having in mind the over-all policy of containment against expansion 
through aggression of the Soviet empire, which, of course, is definitely 
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the matter that we have in mind, a threat to any portion of that con- 
taining perimeter is a matter of deep concern to us, is it not ‘ 

Secretary Acngson. That is so; yes, sir. 

Senator Gitterre. Then what concerns me very much is the fact 
that this bill in its proposal is devoting approximately $7 billion to 
the European area, and for the Pacific area there is ‘a much lesser 
sum, of course. Between the two there is what to my mind is a very 
explosive area—India, Pakistan, the Moslem countries, Egypt, which, 
of course, is one of the Moslem countries. For that entire area which 
seems to me to be particularly explosive, outside of the small amount 
made available to lran, the only amount that can be used by the Presi- 
dent is 10 percent of the $410,000,000, or $41,000,000, So for the 
European area there is 150 times the amount of money being made 
available in that area. Is that based on the idea that the danger is 
150 times greater in Europe, the potentiality and threat, than in that 
area of the Near East / 

Secretary AcueEson. I think it is based on what you can effectively 
do with funds. Under title I, the $7 billion that you were referring 
to, $5.3 billion is for military end items. All of this reflects what 
can be usefully and effectively done within the period of time covered 
by the bill. It is, I think, clear that, so far as military end items are 
concerned, their effective use is in connection with troops which are 
being raised and which will be able, once they have weapons, to be 
effective fighting forces. 

Now those are in Europe, and that is why that very large sum of 
$5.3 billion is in the European side. 

So far as the economic funds are concerned, what you might call 
the possibilities of absorption of economic help are very much less in 
some parts of the world than they are in others, and I ‘think this has 
been given great study. What we have asked for here are funds which 
can be used only effectively, where something really per int can be 
done which would not be done otherwise, would not be done by the 
countries themselves. There we have asked for help. 

Senator Gitterre. Taking into consideration the time element / 

Secretary AcurEson. Yes, 

Senator Lopcr. 1 am going to have to go to the floor at 12, and it is 
obvious that I cannot be reached by that time. I would like to have 
the Secretary return so that I may question him. 

Senator HickeNn oorer. I will volunteer to let Senator Lodge go 
ahead. 

Senator Smiru of New Jersey. I will waive at present. 

Senator Lopcr. I appreciate your courtesy, Senator Smith. 

Senator Smrru of New Jersey. I will follow you, if I may. 


METHOD OF COMPUTING TOTAL AMOUNT 


Senator Loner. We have two issues here. One relates to the amount, 
and the other relates to the way it is organized. I would like to get 
into the record first of all the system that was followed, or the method 
that was followed, in reaching the dollar amount. What was the 
procedure that was followed in getting this total ? 

Secretary Acheson. I should prefer to have Mr. Cabot and other 
witnesses, if you will permit them, to go into that in oo ull. Generally 
speaking, the procedure was to put primary responsibility on the 
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agency which had the operating responsibility to come up with the 
exact things which they thought they could do and which were re- 
quired by the programs which they were administering—the military 
in some cases, ECA in some cases, and then in some cases point 4— 
and then these have been put together and screened and harmonized, 
and then the whole matter has gone through the Bureau of the Budget 
and it has been shaken down until we have gotten to that point which 
the executive branch feels is the irreducible minimum. 

Senator Lopez. To put it another way, this is an authorization bill 
for fiscal 1952. 

Secretary Acurson. That is right. 

Senator Loner. And you contemplate two more bills, fiscal 1953 and 
1954, as part of the complete program ¢ 

Secretary AcHeson. That is right. 

Senator Loper. For how mack will those 1953 and 1954 bills be? 
Have you any idea? 

Secretary AcueEson. I cannot say specifically, but I would say they 
would probably be of the general order of magnitude of this bill; and 
most of the money, Senator Lodge, will be for military end items. 

Now, if you take the forces which are contemplated and see how 
many of those will be equipped under existing programs, you have 
what is left. Then, with the demands which are made on our own 
productive capacity by our own miiltary expansion program, there is 
a certain amount of productive capacity which can go into this. All 
those things are put together, and then you can see that the program 
can be filled from the standpoint of equipment if the troops can be 

raised. 

Senator Loper. I think it is very important that there be in this 
record a thorough statement of the procedure which was followed. 
That is, did all the military authorities list the weapons that they 
thought were necessary and then apply a factor as to the economic 
capacity of these various countries, or how did they get at this total? 
It ought to be broken down in considerable detail, because this is the 
program that is going to be discussed. 

Secretary Acueson. I think that can be done for you. 


ADMINISTRATION OF THE PROGRAM 


Senator Lopce. When I was abroad last week, I spent the bulk of 
my time in the North Atlantic Treaty Organization headquarters, 
and I talked with a great many people on the so-called working level. 
While I have nothing but sentiments of admiration and friendship 
for the people and individuals involved, I did not hear anybody who 
had a good word for this committee system. I had a great many 
complaints that it was a system that caused delay and, while there 
were able individuals in it, no matter how able they were the system 
was so cumbersome that it was impossible to get results out of it. 

I didn’t just hear that from one; I heard that from a great many; 
a there was a very strong feeling that we ought to have here in 
Washington a heckler who would have charge of the whole thing, 
one man that they over there could go through ond who cculd heckle 
these programs through and who w ould have the same status in the 
Government that Paul Hoffman had during ECA. 
Now, what is the matter with that idea ? 
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Secretary AcnEeson. What we are attempting to do is to have not 
exactly a heckler 

The Cuairman. We have got plenty of those—hecklers. 

Secretary AcHEson. During the war we used to call them expe- 
diters. I should think Mr. Cabot’s function is both that of putting 
together programs and of expediting them and seeing that they go 
through. 

So far as the actual administration of the program is concerned, 
that has to be left in the military field with the military people. It is 
true that somebody has to be here all the time seeing what progress 
is being made and urging greater progress, and that is what Mr. 
Cabot is attempting to do with his staff. 

I think improvements could be made in the present arrangement. 
They were, however, set up only recently, and I think Mr. Cabot 
will get a much more effective organization than he has been able to do 
in the short time he has had it. But I doubt whether we can get a 
person as you describe as performing the function that Mr. Paul 
Hoffman was doing in the field outside of his own administrative 
responsibility. That rarely works, . It isn’t good organization, in 
my judgment, and therefore the responsibility of seeing that a pro- 
gram which has been committed, the responsibility of seeing that that 
is carried to completion, has to be with the people who have the 
power, the know-how, and the funds to do it. In the military field 
that would be the military, and in the economic field that would be 
Mr. Foster’s organization. 

Senator Lover. There was no criticism whatever about Mr. Cabot 

ersonally, but the criticism was of the system and the procedures 
S had to go through there and the very serious delays that they said 
had occurred. i 

Secretary AcHeson. I think that much of that criticism is justified 
and much of it can be remedied. I think there will be administrative 
improvement on this side and on the other side as well. Many of the 
problems come from our own set-up in Europe which can be improved. 
Some come from the real difficulties of the North Atlantic Treaty Or- 
ganization, which need improvement. 

Senator Loner. Thank you, Mr. Secretary. Thank you, Senator 
Smith, for your courtesy. 

Senator Smrru of New Jersey. You’re welcome. 

The Cuarmman. We have only about 45 minutes until the Senate 
begins voting on the bill, so we will try to utilize all three of the 
Senators so as to compress their statements with that in view. 

Senator Smiru of New Jersey. I have just a few questions, Mr. 
Secretary. 





METHOD OF COMPUTING AMOUNT 


With regard to this $8,500,000,000 that is talked about, in the trip 
we took abroad that was one thing we could not get much light on. The 
different people we asked about the money involved said their indi- 
vidual reports were sent in to Washington and coordinated here. I can 
understand why that should be. I am just wondering what the pro- 
cedure has been in arriving at that figure. If you do not feel prepared 
to answer that, we can ask the others who have prepared the figures. 
I would like to see what the formula was. 
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For example, let’s take the military. We heard various estimates 
that this country could furnish so many divisions, that country so 
many divisions, and so on, yet there did not seem to be any accurate 
estimates of what they would contribute. Part of the financial figures 
seemed to be based on the expectation that we were to equip so many 
divisions here and so many divisions there. That seemed to me to be a 
variable factor so far as the number of divisions to be equipped in a 
certain time was concerned. 

The CHarrMan. May I intervene there? I want to suggest that 
after General Marshall has testified, it is our plan to hold executive 
hearings. It seems to me that some of these matters, like the Senator 
is referring to, ought to be handled in executive session, because we 
do not want to publish to the world just how many divisions and just 
how much money we are going to spend on each country and all that. 

It seems to me those things ought to be properly dealt with in execu- 
tive session. I am not trying to cut you off, Senator Smith. I am 
making that observation. 

Senator Smiru of New Jersey. I am not asking that question at 
all—how many divisions there are. I am just asking whether the pro- 
cedure to get at the figures was based on the estimates of the needs of 
whatever divisions might be developed in the course of negotiations 
with General Eisenhower and the various countries. 

Secretary AcnEson. That is correct, Senator. There is a program 
which has been worked out and worked out in detail by the military 
authorities, and which has been reviewed by General Eisenhower, i in 
view of his knowledge on the spot. That calls for the raising of ¢er- 


tain divisions and certain forces other than ground forces by particular 


countries by certain target dates. 

Now, the needs of those units can be ascertained with great accuracy. 
You know exactly what each particular unit needs and you know what 
can under present facilities be provided in Europe and can ascertain 
what has to be provided somewhere else. When you come to doing 
all of that you find that there is still a gap in forces. There is some- 
thing more which is needed. That is now being worked on by the 
st: inding group and General Eisenhower. 

What this program is concerned with is in equipping those forces 
which can be raised by the time the program is capable of delivering 
them, and I am sure that General Kibler, General Marshall, General 
Bradley, and others can lay this out for you in very precise detail. 

Senator Smrrn of New Jersey. I assumed that must be the pro- 
cedure, in view of our conversation, although nobody there of course 
can give us those comme They all said they came here. I am sure 
we can get those from those gentlemen. 


DURATION AND SIZE OF THE PROGRAM 


Now, when you talk about 1953 and 1954 and suggest that the figure 
will be a similar amount, it contemplates, then, an over-all bill of 
possibly 24 or 25 billion dollars for this set-up of our European 
strength—the Atlantic Pact strength. Is that a fair statement ? 

Secret: iry AcuEson. That is about it. 

Senator Sarin of New Jersey. Many people are asking me, “Well, 
is this the end, or are we going to have some more?” We ought to 
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face the reality that we will have to go ahead until we get to a point 
where, as I understood in talking with General Eisenhower and from 
your statement here this morning, we will have put in enough funds 
to develop the productive capacity for these people to take care of 
themselves and produce their own equipment for further development 
of their armed forces. Is that a fair statement ? 

Secretary Acneson. That is the expectation and the hope. I should 

rather have the people who know more about the actual capacity in 
Europe tell you to the best of their judgment when that will come ‘and 
to what extent it will come. 

Senator Smiru of New Jersey. I am just trying to get in my own 
mind a picture of the approach. So, 1953 and 1954 seem to be the key 
years, added to fiscal 1952, to bring about this result. 

Secretary AcuEson. I think your approach is quite correct. 


UNEXPENDED BALANCES FROM PREVIOUS YEARS 


Senator Smiru of New Jersey. Mr. Secretary, this bill here, as I 
read it, provides for the use of certain wnexpened balances under 
several items. Doesn't that mean it is in addition to the $8,500,000,- 
000 we are contemplating, adding to that amount and unexpended 
balances so that the over-all figure would be $8,500,000,000 plus the 
expenditure of these unexpended balances / 

Secretary Acurson. Mr. Coolidge has just informed me that the 
unspent balances have to a very large extent—over 90 percent—been 
obligated. Therefore the funds should remain available in order to 
make payments under contracts which have already been made. AIl 
of the funds have been programed so that the program here represents 
new requirements of $8,500,000,000, but the funds already appropri- 
ated-—— 

Senator Smiru of New Jersey. They have been definitely appro- 
priated and not merely authorized ¢ 

Secretary Acurson. I believe that is correct. 


OCCUPATION COSTS IN GERMANY AND JAPAN 


Senator Smiru of New Jersey. Mv next question is this: We have 
occupation and Japan and Germany, and of course these figures do 
not take care of those budgets for those two areas where we are in 
military occupation. Is that correct ¢ 

Secretary Acurson. That is right. The civil part of the expenses 
of our operations in Germany is included in the State Department ap- 
propriations; that is, the direct governmental expenses, and the eco- 
nomic assistance is included in this bill. 

Insofar as Japan is concerned, that has been carried in the military 
budget. 

Senator Smiru of New Jersey. Would the Austrian occupation be 
the same? Are there any other such areas ¢ 

Secretary Acurson. The economic help to Austria, as in the case 
of Germany, is in this bill. The actual expenses of the troops are in 
the military budget, and the expenses of the civil side of the admin- 
istration are in the State Department budget. 

Senator Smirn of New Jersey. I am just trying to get the answer 
to a question that is put to me frequently. Does this $8,500,000,000 
cover our entire foreign aid for fiscal 1952? 
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Secretary Acuerson. I think in a broad sense, and with the excep- 


tion of Japan, which I have pointed out in my statement, the answer: 


is, it does. ; 
Senator Smirn of New Jersey. I think that will help clarify that. 


ADMINISTRATION OF THE PROGRAM 


Now, on this question of administration, which Senator Lodge 
raised, I will just briefly refer to that. It has been suggested that there 
could be an administrator set up to sort of coordinate the whole busi- 
ness and, as Senator Lodge said, to heckle the military department 
and heckle the economic department to see that the contracts came 
through and the operations were effective. I will explore that with 
this committee of which President Conant of Harvard is chairman— 
you are probably familiar with that—the so-called Committee on the 
Present Danger. They have had some recommendations to make to 
give more effective action. I do not know whether you are familiar 
with that or not. 

Secretary Acueson. I am familiar with that. 

Senator Smrrn of New Jersey. Do you approve? Or are you op- 
posed to that recommendation ? 

Secretary AcurEson. I should not join in it. 

Senator Smirn of New Jersey. Would you oppose it if it were 
proposed by others? 

Secretary Acugson. I think I should. 

Senator Smirn of New Jersey. You would be willing to discuss it 
in a friendly way if it came up before the committee ? 

Secretary AcnEson. Most certainly. 

Senator Smiru of New Jersey. That is all. 

The Cuatrman. Senator Hickenlooper? 
PRESENT ADMINISTRATIVE DIFFICULTIES 
Senator Hickentoorer. Mr. Secretary, I want to join in the ex- 
pression that Senator Lodge made a moment ago about the confusion 
that exists in Europe. I don’t want to emphasize that condition as a 
destructive thing, necessarily, but I ran across the same criticism on 
the part of the people at the working levels in Europe, and I received 
several illustrations. For instance, one illustration where eight ref- 
erence steps were made in a very important matter to, I think, four 
different agencies, with an interminable loss of time and duplication 
of investigations and so on which was very criticizable, at least on the 
part of the working level people. 

I also want to verify what he suggested: That we have a substan- 
tial number of very able people in Europe and other places, so far as 
their individual ability is concerned. But there is, according to these 
reports I got in certain areas, a sense of frustration at loss of time, 
which comes perhaps from a division of authority and the lack of 
concentration in someone—you can call him an expediter or agitator 
or whatever you want to call him, someone with authority—so that 
you don’t have authority split into several different heads with all 
the resultant delay. 

I do not know just what the solution of that matter is, but I did 
come away with the idea that it could be materially corrected and 
helped for efficiency and general satisfaction at the working level. 
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Then, another observation that I would like to make. 

The Cratrman. What’ do you mean by “the working level” over 
there? What is this working level that you are talking about ? 

Senator Hickentoorer. The people w ho develop these things and 
attempt to put them into operation on the gr aed The top ‘people 
will not or did not necessarily criticize; the chief officials of these de- 
partments didn’t mention it, but the folks down a little below the 
top do have on occasion the feeling of frustration and delay. And 
they are devoting their time sincerely and with ability to these jobs. 
I am not criticizing them in any way. 


MUTUAL AID ASPECTS OF PROGRAM 


But the next observation I would like to make, just for your infor- 
mation as to what effect it had on me, is this: On the question of this 
mutual-aid philosophy, I don’t mean this as destructive criticism, but 
I do feel that the American people are entitled to the facts. I did 
not come away with the idea that this is mutual aid at all up to the 
present time, ‘and I will tell you why. Every dollar of American 
preparation is being paid for by the ‘United States in this country, 
every nickel of it. In Europe, and I won't mention the exact percent- 
ages but I will say that from a third to 50 percent, varying with the 
country, of all their own preparation for their own defense is also 
paid for by the United States. 

So that so far as mutual aid is concerned, outside of one item of 

$6 million which can be calculated as aid or otherwise—it wasn’t any- 

thing out of pocket, but it was calculated as having a value of $6,000,- 
000—that is the only contribution of any European country to the 
mutual aid of Europe outside of what they were doing for the pro- 
tection of their own domicile or homestead or land. So that I feel 
that it is a little deceptive to say that this is mutual aid when the 
mutuality seems to be all on our side, and the contributions of the 
European countries up to this point are only to the extent of a partial 
contribution to their own particular security. 

Now, that does not mean that I am against this program. I don’t 
mean that at all. But I simply can’t go out and tell the people that 
we are in a mutual-aid program in which we are getting any mutual 
aid from these people at all, unless it be the privilege of pouring 
money in, and troops to defend them. If they are permitting us to 
do that, that may be mutual aid. Nevertheless I think the program 
has merit and I think progress is being made, but there is a long way 
to go yet before we begin to receive mutual material aid from any of 
these countries over and beyond the absolute necessity for their own 
defense. 


POSSIBLE IMPORT FEES ON AID 


I would like to ask this question: It was reported that the French 
either are now or have been charging us import duties or exactions 
or fees on equipment which we are sending into France to contribute 
to the mutual aid program. Do you know : anything about that! 

_ Secretary Acneson. No, sir; I ‘have not heard of that. I will look 
into it. 
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(The following information was supplied for the record :) 


Avucust 8, 1951. 
Hon. Senator Tom CONNALLY, 
United States Senate. 

My Dear SENATOR CONNALLY: During the July 26 session of your committee's 
hearings on the proposed Mutual Security Program, Senator Hickenlooper asked 
Secretary Acheson about certain reports to the effect that the French are 
charging us import duties, exattions or fees on equipment which the United 
States Government is sending to France in connection with the Mutual Security 
Program. Secretary Acheson has asked me to look into this matter and report 
to the committee. 

The Department of State knows of no instance in which customs duties or 
other taxes or fees have been levied either on NDAP shipments to France or on 
equipment imported into metropolitan France for the construction of bases. 
Attention is directed to the first paragraph of Annex C of the Mutual Defense 
Assistance Agreement between the United States and France as signed and 
released on January 27, 1950. This paragraph reads as follows: 

“The representatives of the Government of the Republic of France have 
advised the representatives of the Government of the United States of America 
that the Government of France has decided to authorize in the application of 
Article 189 of the Customs Code of the Republie of France the importation 
free of duty and taxes of equipment and materials which may in the future 
be imported into France under the Mutual Defense Assistance Agreement. This 
exemption from customs duties and internal taxation upon the importation of 
such equipment and materials shall relate only to deliveries effected to the 
Government of France by the Government of the United States of America, of 
grant aid furnished under the above-mentioned Agreement.” 

With regard to the information that appeared in the press on June 9, 1951, 
to the effect that, when General Bradley was in Paris, he was alleged to have 
complained that France is exacting duties on equipment being imported to 
France to construct American bases, the Department of State and the Depart- 
ment of Defense at that time pointed out that the reports of General Bradley's 
remarks were without foundation. The Departments added that in no case 
did the United States Government envisage paying duty on base equipment and 
that these views are known to the French. 

It is possible that the reports to which Senator Hickenlooper alluded had 
reference to Moreeco. On the hypothesis that this may be the case, I am enclosing 
a separate secret statement on this subject, which may be made available to 
all members of the committee but which I will ask you not to make public for 
security reasons. 

I trust the information submitted herewith will prove satisfactory to Senator 
Hickenlooper and the committee. 

Sincerely yours, 
CHARLES A. COOLIDGE, 
Deputy Director, International Security Affairs. 


Senator Hickenvoorer. I don’t say that is true. The report was 
made to me. It may have been stopped within the last few weeks, but 
it was reported that they had been charging us import fees or exac- 
tions of some sort on the equipment which we were sending in for 
their defense. 

AID TO CHINA 


Now, I noticed in your statement, in your general reference to the 
allocation of moneys over the world that various countries are men- 
tioned, including the island of Formosa, but no mention is made of 
China: that is, the mainland of China. Does that indicate an aban- 
donment of the mainland of China so far as the free nations and 
Mutual Assistance Program are concerned ? 

Secretary ACHESON. ‘No, Senator. I think this is to indicate that 
the bill does not carry any funds to be expended on the mainland of 
China: because that cannot be done. 
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MORE EMPHASIS ON DEVELOPMENT OF RAW MATERIALS 


Senator Hicxentoorrr. I think I have one more statement, in the 
nature of an observation, perhaps, rather than a question, because a 
great many questions I would want to ask probably should be in 
executive session, at some other time. 

I have been restless with much of this program on this theory, that 
we put money into Europe for its rehabilitation. I will say that while 
I haven’t been there since 1947, based upon that visit and the reports 
that I have had since, I feel that there is a tremendous upsurge of self- 
reliance in Europe which indicates a tremendous revival of morale on 
the part of the European people. I came back encouraged on that 
score. And I am not discouraged that they will not increasingly do 
more, so that my criticism of the mutual aid and my statement with 
regard to mutual aid do not mean to say that they won’t eventually 
come through. 

But it is on this theory: We have put billions of dollars into Eu- 
rope, which is a processing area. It is economically a processing 
economy, largely. Europe itself produces very little in raw material. 
And we have minimized the putting of money into these vast areas 
of the world which are rich in raw materials. 

It seems to me that there is a lot of argument to say that for every 
dollar we put into areas that have raw materials we produce new 
wealth and new things for the world, and that every dollar we put 
into the countries in Europe, let’s say, we only put into machines 
which work over the products that have to be produced from some 
other area. I suggest we might give more thought, and perhaps a 
little more money in the future, to a sound assistance in the devel- 
opment of the raw material areas of the world which might be even- 
tually more helpful to us even than the rehabilitation of the machines 
of Europe. 

That is merely an observation, but I feel that we have set the end 
of our telescope—not that Europe isn’t important and very vital, but 
we have set it on there to the exclusion of some of these other areas 
which could be producing the essentials of new wealth, such as raw 
materials, and I hope that we give more study and effort to the raw 
material areas of the world, while not neglecting, of course, the civili- 
zation of Western Europe. 

I think that is all. 

Secretary Acnrson. I should like to assure you that a great deal 
of attention is being given to that, and there is a lot in this bill which 
is being directed to it. 

I should also like to point out that you are helping the develop- 
ment of raw material resources by encouraging and building up the 
consumers of those commodities. That is a way in which you do get 
development of tin and rubber and manganese and various other es- 
sential metals, to assure that there is a demand for them, that the 
markets where they are sold are strong and that investment help is 
coming for them. 

Senator Hicken.oorer. That is a pretty broad subject. 

The Cuatrman. Senator Brewster? 


87360—51——-3 
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CONSULTATION ON THE PROGRAM 


Senator Brewster. In your prepared statement, Mr. Secretary, on 
page 3, you said: 

It is the judgment of our highest leaders, military, economic, and in foreign 
affairs— 

I assume the highest authorities in the military field would be 
fairly clear—the Joint Chiefs of Staff and the Secretary of Defense 
and his associates. But I am wondering to whom you refer in the 
economic field. 

Secretary Acurson. We have worked very closely in the economic 
field with Mr. Foster and the Departments of Commerce and the 
‘Treasury, with all those members of the Cabinet and in the adminis- 
tration who deal with these matters. 

Senator Brewsrer. In foreign affairs I assume it is the State De- 
partment ¢ 

Secretary AcuEson. Yes, sir. 

Senator Brewster. And who was the authority that determined 
we had the means to carry this out—that concluding phrase, that 
“We have the means to carry it out”? 

Secretary Acurson. All of us believed that the economy of the 
United States is capable of doing it. 

Senator Brewster. And the further program which is to be sub- 
mitted on Monday, which contemplates some $40 billion more, I be- 
lieve; are you familiar with that? 

Secretary AcnEson. In a general way; yes, sir. 

Senator Brewster. And you feel that economy can stand that? 

Secretary Acurson. Yes, sir. 

Senator Brewster. Have you determined what the limit of our 
economy is in this field? 

Secretary Acueson. I think that nobody has determined a fixed 
limit on it. I think it has been determined that we are not approach- 
ing that limit. 

Senator Brewster. Did you consult such an authority as Senator 
George, chairman of the Finance Committee of the Senate, who has 
a considerable knowledge as to our economy and who has to provide 
the taxes to carry this program out? I think all of the members of 
that committee have been impressed that we are approaching a limit 
on what we can secure to carry it out. Were they consulted ? 

ae? Acuerson. I am speaking here only of the executive 
branch. I did not undertake to speak with the Senators. 

Senator Brewster. It would be desirable to presume to enter into 
a comparison of their position of authority. 

Secretary Acueson. They are very distinguished men. 

Senator Brewster. T hi at is why I have been perhaps captious about 
this “highest authority.” I am sure you did not intend any invidious 
comparisons, 

Secretary Acneson. I am speaking of the executive branch of the 
Government. 

Senator Brewster. You did not make that clear in your statement. 

Secretary AcnEson. I will make it clear now. 





MUTUAL SECURITY ACT OF 1951 29 


IMPACT OF FOREIGN AID ON UNITED STATES ECONOMY 


Senator Brewster. We found in these countries, in very frank dis- 
cussions with both our American representatives and with the officials 
of these countries, that they all emphasized that they were doing 
everything which they could, and that if they went further in divert- 
ing their “productive capacity to defense it might result in serious 
economic and social upheavals. I don’t think the »y said political, but 
I think perhaps there were implications of that also. 

You do not feel concerned about the danger to our economy of 
these programs which you propose ¢ 

Secretary Acnrson. Well, we understand, of course, that there are 
very serious matters which have to be managed very prudently. I 
think that what we are referring to, and what these people referred 
to with you in Europe, was the extremely narrow margin that the 
Europeans have. European countries have not reached the point 
where they have very much margin on which they have to go, and 
certainly not as much as we have in this economy of ours. 

Of course, we are concerned that the whole program should be pru- 
dent and reasonable and careful, and be managed in such a way as 
not to impair the ec onomy. 

Senator Brewster. Have you ever formed an opinion in your study 
of this situation of to what extent the Soviet rely upon military con- 
quest or upon economic upheaval, so far as the struggle is concerned ? 

Secretary Acureson. We have given a great deal of thought to it, 
Senator, and I think they place a very considerable reliance upon the 
Marxist theory that the capitalist economy must come to a breaking 
point at some time. J think that bulks very large in their thought. 

Senator Brewsrer. And the more they can divert, as time goes on, 
to so-called defense expenditures, the more severe strain they impose 
upon our economy and the more nearly they may reach the point where 
the situation might become very unsettled. 

Secretary Acneson. It would be true that if you over-tax the eco- 
nomy you will get to that point. I do not think that their thought 
runs in that direction. I think there is much more concern with the 
success of the military program than there is pleasure that it may be 
causing economic difficulties. 

Senator Brewster. Is it part of all their writings that the collapse 
of the capitalist system will come in that way ? 

Secretary Acneson. I think not in that way. 

Senator Brewster. They do not make so much reference to the 
military conquest in Soviet theory, do they? 

Secret: iy AcHEson. No, no: you are quite right about that. But 
they do not, as I understand their theory and their writings, believe 
that the collapse of the capitalist economy comes from excessive mili- 
tary expenditures so much as it comes from the very nature of the 
system itself, 

Senator Brewster. That is right, but would it not be recognized 
that the military strain poses an additional burden which accelerates 
the possible collapse ? 

Secretary Acneson. I should think not. I am not an authority on 
Communist theory, but I should guess what they would believe is 
that that would furnish a safety valve rather than a danger to a 





30 MUTUAL SECURITY ACT OF 1951 


capitalist society. At any rate, I think the concern at the present time 
is that this military program is succeeding, that there is a very con- 
siderable growing strength here which doesn’t please them very much. 
I think all the efforts to bring about these false propaganda peace 
campaigns is to cause relaxation of this military program. 

Senator Brewster. And to what extent have you given considera- 
tion, because it is a matter of very broad policy, to the problems which 
T assume the military men will develop somewhat further, that having 
achieved something approaching an adequate defense posture, we are 
then under the burden which is very great under the rapid obsolescence 
of modern material, planes, and so on, of maintaining that defense 
posture indefinitely until they choose to attack, while they may time 
their attack, let us say in 1954 when we have achieved what we think 
is an adequate defense posture. We then must maintain that, with all 
the burden of obsolescence, indefinitely until the day when they have 
decided that they are going to move. 

Has any consideration been given to how the impact of that will 
affect our economy ? 

Secretary Acurson. Yes, sir. I think a great deal of thought has 
been given to that, and I think General Marshall and Mr. Lovett can 
speak to it very well. 


AID TO YUGOSLAVIA 


Senator Brewsrer. The Yugoslavia situation has been one that has 
interested me a great deal. There is very limited reference to it in 
here. It is included in your general program ? 

Secretary AcHEsoNn, Yes, sir. 

Senator Brewster. Under this bill. Who would be the one who 
would present all of the aspects of that? 

Secretary Acueson. I think that you will want to go into that in 
executive session, and I believe that Mr. George Perkins on one side, 
and General Bradley or a representative of his on the other could 
give it to you. 

Senator Brewster. I wanted to have it noted for the appropriate 
authority that I would wish that when they come to present that, they 
would have the complete record of all grants, loans, and other forms 
of aid which we have given to Yugoslavia during and since the war, 
and also the grants by our allies and associates, past, present, and con- 
templated; and also the loans by the banks, the Export-Import Bank 
and this currently discussed loan approaching, I believe—I read about 
it—a quarter of a billion dollars from the International Bank. Mr. 
Eugene Black was out there last year when I was there, and that is 
apparently approaching fruition. 

I should like to have one compact, complete statement of this assist- 
ance and its justification in as near one package as we can have it. 
Will you see that that is provided to the appropriate people, whoever 
they are, who will present it to us at the proper time! 

Secretary AcHuEson. Yes, sir. 

(See p. 115 for this information. ) 


UTILIZING ITALY’S INDUSTRIAL POTENTIAL 


Senator Brewster. Now the situation—I think the others have 
referred to it—about the provision of aid by the European countries. 
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In Italy there is a very considerable industrial potential unused as a 
result of a limitation in the peace treaty. What are the prospects that 
this industrial potential may be released for the common service? 

Secretary Acueson. I can’t forecast the prospects, Senator. It is 
a matter of very great importance, one on which we are working very 
diligently. There are some problems which arise under the peace 
treaty itself; there are other problems of an economic and financial 
nature. They are all receiving urgent attention. 

Senator Brewster. It will require some modification of the peace 
treaty, will it not, in order for them to supply any military matériel 
to other countries ? 

Secretary Acurson. I think that is under study now. I am just not 
able to answer. I assume that it will require some. Whether that 
some is important or not will have to, so far as I am concerned, wait 
on the result of some studies which are being made. 

Senator Brewster. That was a matter of very great concern to 
them, and I think to all of the members of our committee, and I think 
whatever expedition there can be in its consideration and recommenda- 
tion will be of considerable importance. 
POSSIBLE AID TO SPAIN 
There is no reference in here to Spain. What is the present con- 
templation regarding that ? 

Secretary Acueson, At the present time, as you know, Admiral 
Sherman, at the time of his very sad and tragic death, had gone to 
Spain and had conducted some discussions. The result of his work 
is back here undergoing appraisal at the present time, and I am just 
not able to say what will come out of it, because we have not had an 
opportunity to go over in detail his report. 

Reece Brewster. But Spain would be eligible for assistance if it 
were deemed advisable under the provisions of this legislation ? 

Secretary AcuxEson. That is correct; yes, sir. 

Senator Brewster. And is there at present any provision of funds 
for that purpose contemplated ? 

Secretary Acneson. There is in the bill; yes, sir. 
Senator Brewster. That will be presented to us later on? 
Secretary Acueson, Yes, sir. 


THE CHINA SITUATION 


Senator Brewster. And the references to China, as Senator Hicken- 
looper said, were omitted, and references to Formosa rather than to 
the Chinese Nationalist Government were made. Does that have any 
significance? You refer to assistance, I believe, to Formosa. 
Secretary Acnreson. What did you ask me had significance? 
Senator Brewster. You did not refer to the Chinese National Gov- 
ernment. 
Secretary Acueson. No; I referred to what is commonly called 
assistance to Formosa. It is to the Chinese Nationalist Government. 
Senator Brewster. It implies, again, defense by the Seventh Fleet, 
a policy which was enunciated by the President at the time of the 
Korean episode. Assuming the Korean episode is liquidated, as we 
hope it may be, does this imply, or are we to infer, that the strictures 
against their moving on the mainland would still reman in effect ? 
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Secretary Acnrson. Well, there is nothing that I have said in here 
that bears on it one way or the other, Senator. 

Senator Brewster. I think in some of your statements here and in 
the document that has been furnished us you refer to the defense of 
Formosa with the assistance of the Seventh Fleet. That implies 
simply maintaining the status quo, and that is why I would ask you 
whether or not we would understand that under no circumstances 
would there be any opportunity for any move upon the mainland if it 
were deemed expedient. 

Secretary Acueson. There was no intention to imply one way or 
the other, but I know of no idea at the present time to change the 
present situation. 

Senator Brewster. The policy was predicated on the Korean 
episode at that time. 

Secretary Acurson. That is what led to the decision to put in 
American defensive forces around Formosa. 

Senator Brewster. And a change in the Korean affair might then 
be a fact to be taken into account, I assume, on the attitude as to the 
Formosan Government ? 

Secretary Acueson. I know of nothing now which would indicate 
a change in our present attitude. 

Senator Brewster. You then predicate your position at this time 
upon the idea that the Communist Chinese, so far as we are concerned, 
or so far as the Formosan, the Chinese Nationalist, Government is 
concerned, are to be permitted to remain in power ? 

Secretary AcnEson. No. 

Senator Brewster. That is implicit. At the present time you do 
not allow the Chinese Nationalist Government to move on the main- 
land. 

Secretary AcHEson. That is one way of putting it. 

Senator Brewster. It isn’t a way of putting it. It isa fact that we 
will not permit them, and under your statement you contemplate no 
change, therefore it means that the Communists have got China and 
they are going to keep it, so far as anything you know, or think, or 
app arently contemplate. 

Secretary Acuxson. I think I have answered the question ade- 
quately, Senator. 

Senator Brewster. You have no ray of hope to suggest, then, so 
far as any change in Communist China is concerned ? 

Secretary AcuEson. I don’t at the moment see any change that is 
likely to occur. 

Senator Brewster. You are going to continue to let the dust settle? 

Secretary AcuEson. If you wish to put it that way. 

Senator Brewster. I think that is all. 

The Cuamman. Thank you. 


PROCEDURAL MATTER 


We are going to recess, and we will meet again tomorrow to hear 
General Marshall and Mr. Foster, and then we will go into executive 
session on all of these other witnesses that may appear. We feel that 
we can expedite the hearings in that way, and also keep secret the de- 

tails of these programs that we don’t want our enemies to know about. 

Senator Brewster. Mr. Chairman, as a new member of the com- 
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mittee I don’t want to be presumptuous, but I think the more informa- 
tion the American people can have currently and constantly on this 
thing, the better, and if it is practicable to evolve any procedure 
under which they could receive daily information on matters other 
than that which should be classified, I think it will be very helpful. I 
don’t know whether the matter has been considered in the committee. 
We did find in the hearings which we recently concluded a procedure 
under which material was made available with the elimination of 
classified material. 

The CHatrmMan. It is very difficult to separate what is classified 
and what is not classified. We want the American people to get all 
the information possible, but when you have a public hearing here 
and go into detail about the military program and how many troops 
we are going to furnish, and how much money and all that, not only 
the people here but the people in Russia and everywhere else find out 
what those things are. 

Senator Brewster. That was not my suggestion. My suggestion 
referred to the recent hearings, in which the Senator participated, in 
which material was made available, although the hearings were execu- 
tive—the MacArthur hearings. 

The CHamman. What hearings? 

Senator Brewster. The MacArthur hearings. 

The Cuamman. Each of these witnesses will have a statement that 
can be handed out to the press. We have no disposition to conceal 
anything from the public. We want the public to know everything 
that is proper for it to know, but we don’t want to reveal to the whole 
world every detail of our program and our plans. 

Senator Brewster. That is quite right, and there is no suggestion 
to the contrary. It is simply a matter that unless this is made avail- 
able from time to time, it is utterly impossible at the conclusion of the 
hearing, with whatever material is printed, to get any adequate report 
so far as the public is concerned. 

The Cuamman. This committee will make a complete report when 
it concludes these hearings. Everything that is proper will go into 
that report, and the public will be so advised. 

Without objection we stand in recess until tomorrow morning at 
10: 30. ° 

(Whereupon, at 12:35 p.m., a recess was taken until the following 
day, Friday, July 27, 1951, at 10:30 a. m. ) 
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FRIDAY, JULY 27, 1951 


Unirep STares SEWATE, 
ComMITTEE ON ForeIGN KELATIONS, 
Washington, D.C. 


The committee met, pursuant to adjournment on Thursday, July 26, 
1951, in room 318, Senate Office Building, Senator Tom Connally 
(chairman of the committee) presiding. 

Present: Senators Connally, Green, Sparkman, Gillette, Wiley, 
Smith of New Jersey, Hickenlooper, and Lodge. 

The Cuarrman. The committee will come to order. 

The committee is very highly pleased to have before it this morning 
General Marshall, who will testify on this mutual security bill—arms, 
economics, and otherwise, 

We are very glad to have you, General. 

The general is Secretary of Defense, as you know, combining all 
three Departments—Army, Navy, and Air Force. 

Have you a prepared statement, General / 

Secretary MarsHauu. Yes, sir. 

The Cuamman. Do you prefer to read that first and then submit 


to questions ¢ 


Secretary MarsHa. Yes, sir. 

The Cuarman. All right. 

Secretary MARSHALL. Mr. Chairman. 
The Cuamman. General. 


STATEMENT OF HON. GEORGE C. MARSHALL, SECRETARY OF 
DEFENSE 


Secretary Marsuatu. In the years that have passed since 1945 we 
and other free nations have been faced with the growing threat of 
Soviet tyranny and oppression. The Soviet campaign operates 
through internal subversion and by direct military attack. It aims 
at dominating the free world by force or by any other means. 

Recognizing this threat, Congress enacted the programs for military 
aid to Greece and Turkey i in 1947, the Economic Cooperation Act in 
1948, the North Atlantic Treaty and the Mutual Defense Assistance 
Act in 1949, and last year’s amendments to that act. 

Thus, the United States has been playing a leading part in reviving 
the devastated economies of Western Europe and. eliminating the 
breeding grounds of communism. The will to resist Soviet aggression 
and subversion has been stimulated. 

The program of economic assistance has largely achieved its major 
objectives. The more recent program for helping Europe to rearm 
is now gaining real momentum. 
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The strength of a nation does not depend alone on its armies, ships, 
and planes; it is measured as well by its qualities of leadership, by its 
resources and industries, by the determination of its people, and by 
the strength of its friends and allies. Although we, as a Nation, are 
strong and have great resources it would be unwise for us to rely solely 
upon our own strength. The most effective and least costly means of 
insuring peace is through mutual aid and collective security arrange- 
ments with our allies. 


NATO CONTRIBUTIONS 


In the North Atlantic Treaty Organization we have joined in such 
collective arrangements with Canada and 10 European nations. The 
combined allied contributions in troops, army, navy, and air force, to 
General Eisenhower and the Atlantic naval command constitute a 
substantial force. This force has a mobilization potential greater 
than our own presently authorized strength. Our allies plan to 
contribute approximately 85 percent of the manpower for this com- 
bined force. They are providing for their own forces all the facilities, 
pay, individual equipment, administrative and housekeeping supplies, 
and as much of the major arms and equipment as they can produce in 
time to meet scheduled plans. They are contributing the land for 
bases, and certain logistic facilities that we require in their territories. 
They have inc reased their training programs, their lengths of military 
service, and their defense budgets. 


UNITED STATES CONTRIBUTION 


We in this country are : es our forces and increasing our 
industrial capacity. We assisting our allies by providing major 
items of military ieicuaiaed that they cannot produc e in time, sup- 
port for their own production of military e uipment, general economic 
aid in selected areas to keep nations from hs ‘oming impoverished by 
their defense efforts, and technical assistance to underdeveloped areas. 

The total cost of this program for fiscal year 1952 is $8.5 billions. 
It includes our total foreign-aid program, military, economic, and 
technical. Military aid totals $6.2 billions; economic aid and tech- 
nical assistance total $2.3 billions. 

The major portion of these funds is intended to aid in the highly 
important task of raising, equipping g, and training the troops required 
to make General Eisenhower's command an ere defensive force. 
The funds that are being requested for the NATO area are in the 
amount required to make operative those forces committed for 1952. 
This estimate of funds required has been developed to provide only 
the essential minimum requirements. Any delay in the appropria- 
tion of these funds will mean that General Eisenhower will not have 
the trained and equipped forces on which he is basing his plans. It 
is essential that we, having placed this responsibility on him, provide 
him the means of accomplishing this mission. It is the security of 
the United States as well as our allies that is at stake. 

As the requirements for the fiscal year 1952 military-aid programs 
were developed, they were integrated with the requirements for our 
own military services, in order to determine the feasibility of the com- 
bined production schedule. This schedule has been reviewed by the 
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Munitions Board and the Office of Defense Mobilization, and has been 
determined to be altogether feasible. 

The Army, Navy, and Air Force technical personnel who will pro- 
cure these items of military equipment have assured me that, barring 
unforeseen changes in eee conditions, the funds can and must be 
obligated in fise al year 1952 in order to produce the equipment in 
time to meet NATO sebaiation schedules. 


SELF-HELP EFFORTS OF OUR ALLIES 


Our plans are based on maximum self-help by our allies. But in 
estimating the maximum of which they are capable we must recognize 
that we are working with countries that were devastated by war. 


FRANCE 


Take France, for example. She lost 1,400,000 men in the First 
World War. Several hundred thousand were so wounded that they 
could not work. ‘Those imprisoned were almost ruined in health. 
France’s population remained static until only recently. 

In the last war France was overrun and plundered by the German 
occupation. She lost 155,000 killed, 30,000 more were executed ; 65,000 
civilians were killed by air bombardment. Reliable estimates place 
her total World War II losses at 600,000. She has suffered in the last 
decade a 15-percent decline in the 21- to 3l-year age group. 

Even so, that nation has been fighting a war in Indochina that is 
engaging more than half of its professional forces. This means that 


its trained troops, officer and noncommissioned, are not only being 
wounded and killed, but are not available to train a home-front army. 
I mention all of this to indicate what the French nation faces in 
producing and training the 20 divisions it has promised to General 
Eisenhower. 


NORWAY 


This picture of the situation in France is reflected in other Euro- 
pean countries. Norway, with Russia on its northeastern border, is as 
tough and determined a member of the free world as you can hope to 
find. Iam sorry that on their recent trip to Europe the members of 
your subcommittee did not have the opportunity to visit that country. 
With a population of only a little more than 3,000,000, Norway has 
been maintaining a brigade of troops with NATO forces in Germany. 
It has embarked on a small but well-defined program of indigenous 
military production. Its people stand in the very shadow of Russian 
invasion, yet in their last elections they threw all Communist members 
of Parliament out of office. They are determined to fight to the death. 

Italy is in a strategic position in the Mediterranean. The morale 
of her armed forces is shigh. They are retraining rapidly and promise 
to make a good showing should the occasion arise. 


NEAR EAST 


In the Near East our intention is to promote strength and stability. 
Military assistance for this area is designed to enable these nations to 
maintain their internal security and to increase their capability of 
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resisting external aggression. Greece, Turkey, and Iran have been the 
major recipients of such military aid on a grant basis. The result of 
the military assistance to Greece and Turkey is the best evidence of 
the wisdom of our assistance program. In addition to military as- 
sistance in the Near East, economic and technical assistance is vital 
in assuring stability and independence i in this strategically important 
area. 





ASIA 





In Asia, we are concerned about the capabilities of the free nations 
to resist internal disorders and acts of aggression by the Communists. 
We are taking measures to strengthen the defenses of Formosa and to 
back them with badly needed economic assistance. The military as- 
sistance that we have provided to Indochina and to the P hilippines 
has been of vital help in sustaining the critical anti-Communist opera- 
tions now going on in those two countries. It is essential to these 
operations that our aid be continued. 









WESTERN HEMISPHERE 





We have entered into defensive arrangements with Canada and with 
the other American Republics for the defense of the W estern Hemis- 
phere and under existing legislation the United States has been pro- 
viding military equipment to these countries on a reimbursable basis. 
This has facilitated our program of standardization of equipment and 
has helped Canada carry out her rearmament program. 

At their meeting in Washington earlier this year, the Foreign 
Ministers of the American Republics charged the Inter-American 
Defense Board with preparing as v igorously_ as possible the military 
planning of their common defense. This task is now being rapidly 
carried forward by the Inter-American Defense Board in close liaison 
with the governments concerned. A defense plant has been completed 
and is being submitted to member governments for approval. 

In order to insure that the Latin-American Republic will be able 
to take a more active role in the defense of the Western Hemisphere, a 
program of military grant aid is reeommended. This program, when 
consummated, will provide for a structure which associates the mili- 
tary and strategic resources of the other American Republics with 
those of the United States, will assure the delivery of essential strategic 
materials, and will assist the Latin-American nations in the perform- 
ance of a hemisphere defense task. 


DELIVERIES OF MILITARY EQUIPMENT SO FAR 


Now I would like to give you a brief report on the deliveries of 
military equipment under the present Mutual Defense Assistance Act. 
By the ‘end of June 1951, more than 1,600,000 measurement tons (the 
equivalent of 1,600 shiploads) of equipment, exclusive of aircraft 
and naval vessels delivered under their own power, had been shipped 
to friendly nations. The total value of the equipment shipped, in- 
cluding the aircraft and naval vessels, is in excess of $1 billion. The 
bulk of this equipment, 975,000 tons, has been shipped to the countries 
of Western Europe. Four hundred and fifteen thousand tons have 
gone to the Middle East and the balance of 210,000 tons to the Far 
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East. The major items-of equipment already transferred include 
more than 4,500 tanks and combat vehicles, 2,900 major artillery 
pieces, 19,000 general purpose vehicles, 900 aircraft and more than 190 
naval vessels and small craft. Other equipment included small arms, 
mortars, recoilless rifles, bazookas, electronic equipment, and ammuni- 
tion. 

The fiscal year 1950 program is now about 80 percent complete and 
with the exception of a few very critical items it will be 100 percent 
completed by the end of this calendar year. Shipment of the fiscal 
year 1951 program is now well under way and it is anticipated that, 
with the exception of some long-lead-time items, such as aircraft, 
delivery will be substantially completed during calendar year 1952. 
If the requested funds for this year are appropriated, it is anticipated 
that with the exception of certain lond-lead-time items, deliveries will 
be virtually completed by the end of fiscal year 1953. For NATO 
nations these delivery schedules are so phased that, provided there is 
no slippage in our production, sufficient equipment will be available 
for training purposes and the full complement of equipment will be 
available by the time the forces are ready to be turned over to General 
Eisenhower. 

TRAINING PROGRAM 


One other important phase of the military assistance program is the 
training program. This is essential to the success of our effort, as 
modern equipment requires highly trained technical personnel to 
operate and maintain it. In our service schools in the United States 
and those operated by United States personnel abroad we have trained 
or have in training some 12,000 foreign students. For fiscal year 
1952 we expect to train 8,000 more. 

I emphasize the importance of this training program; it not only 
assures the most effective use of equipment and proper maintenance 
measures, but it provides a nucleus of trainind instructors for training 
of others in their homeland. In addition, we hope that it will create 
better understanding and stronger mutual effort among all the military 
personnel making up international forces. 

It is urgent that we take effective measures now for the security 
of the free world, of which the United States is the heart. The pro- 
posed military-aid program will be about 10 percent of our own mili- 
tary budget for fiscal year 1952. This is not a high proportion when 
we consider the additional forces in men and organizations that it will 
make effective for collective security. 


DURATION OF PROGRAM 


As to the duration and extent of military assistance programs, it is 
impossible to make a reliable forecast. However, based on estimates 
of requirements under present plans and a reasonable expansion of 
military ae by our allies, the requirements for military assist- 
ance funds in fiscal years 1953 and 1954 will be at least as large as the 
amount we are requesting for this year. By then, progress in rearm- 
ament and in developing European military production will have 
reached the point where the requirements for military equipment 
from the United States can be reduced. ; 
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I strongly endorse the Mutual Security Program in its entirety as 
a sound and workable plan for meeting the Communist challenge on 
every front. It is the best investment that can be made in the collec- 
tive security of the free world. 

The CuairMan. General, I have noticed in the press some sugges- 
tions that the program as proposed now by the administration, by. you, 
might be spread over 2 years. In terms of the defensive strength we 
are trying to build in Western Europe, what effect will such a pro- 
posal have? 


Secretary MarsHA.L. | just signed a letter this morning, Mr. Chair- 
man, to Congressman Richards, the chairman of the House committee, 
in answer to a question by Congressman Fulton, directed to that same 
point, and I think probably my best answer to you would be for me 
to read that letter, if that is agreeable. 


The Cuatrman. Very well; it is agreeable. 


EFFECT OF A REDUCTION IN THE AMOUNT 


Secretary Marsuaru. I said: 


DeaR Mr. Ricnarps: The statements which’ Mr. Fulton made on July 20, 
1951, at the Mutual Security Program hearings before the Committee on Foreign 
Affairs as to the need for alternate plans in the event of a major reduction in 
proposed authorization of fiscal year 1952 funds for military assistance have 
been given most serious consideration in the Department of Defense, and I trust 
that the following discussion of the relationship between the principal factors 
affecting our foreign-aid planning will assure the committee that the possibility 
of attaining our security objectives with lesser sums of money has not been neg- 
lected. I do not intend this discussion to be taken solely, or even primarily, as an 
argument that the funds should not be reduced; I hope rather to point out that 
these funds are carefully calculated as one element in a complex plan to bring 
about a certain result. ‘The alternative is a change in the basic aims which we 
had when we agreed to the appointment of General Eisenhower as Supreme 
Allied Commander in ‘Europe. 

We must assume that the impact of any substantital reduction in foreign mili- 
tary aid funds—and extension of a year supposes a reduction in the 1952 funds— 
would be borne by the nations participating in the plan for the defense of Western 
Europe, since over 80 percent of the funds are earmarked to assist in carrying 
out that plan. Any other assumption would imply almost complete renunciation 
of our current objectives in other parts of the world. 

The plan agreed to by the North Atlantic Treaty members for the military 
security of Western Europe is based on the provision of certain land, sea, and air 
forces, primarily to General Eisenhower’s command, on a time schedule which 
insures steady improvement in the European military position, approaching the 
minimum strength which can give reasonable assurance of security in about 3 
years. Each member of the North Atlantic Treaty Organization has committed 
itself to bring certain elements of these forces into being on scheduled dates. 
It is true that the sum of such commitments does not yet equal the requirements, 
but there is no reason to doubt that this gap can be reduced within the time limit 
as the renrmament effort gathers momentum. But the ability of the European 
nations to create combat-ready forces is limited by the availability of modern 
weapons and other matériel. Some of this matériel they can and will provide 
for themselves in increasing amounts under the stimulus of General Eisenhower’s 
leadership and United States economic aid. During the critical period which 
faces us, however, the bulk must come from the United States. Thus, the raising 
of European forces is directly related to the scale and time schedule of United 
States matériel deliveries. The funds requested for this purpose in fiscal year 
1952 are calculated with the greatest practicable precision, on the basis of care- 
fully screened lists of deficiencies, to provide essential matériel for these Euro- 
pean forces which will be in being by December 31, 1952. 

I am sure the committee fully understands the military basis for the ma- 
tériel projram as summarized above, but I have tried to put it in such a way 
as to emohasize the essential relationship between European military man- 
power, United States matériel, minimum security objectives, and 


the time we 
reckon to have for rearmament. 
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I will not read the remainder of the letter, Mr. Chairman, because 


















































bes I think that outlines the main factor. 
e- The CuairMan. We will be very glad to have it. 

Secretary Marsuaui. It means that if we should extend this pro- 
re gram for an additional year we have changed the entire plan of the 
ou, j NATO organization for the build-up of General Eisenhower's com- 
ei 4 mand because our matériel is directly related to the manpower unit 
hee 7 deliveries to General Eisenhower, which he is counting on, on a 

q planned schedule. 
“ : The Cuairman. And to change the time from 1 year to 2 years 
wl 4 would set it out of joint 4 
P Secretary MArsHa.u. It would set him back by a considerable num- 
ee ber of divisions, I would say. I believe Senator Lodge made the 
ver of divisions, 1 would say. g 
ra statement that it would be some 2 divisions. I am not certain of 
that figure. But in view of the fact that we have such a limited 
force to start with and such a tremendous obligation imposed on Gen- 
eral Eisenhower, to me it would be a very serious thing to disrupt the 
whole procedure. 
HELPING OURSELVES BY HELPING FREE WORLD 
20, 
eign The CHarmman. General, is it not true that in helping the free 
n in world, in helping to build ‘its collective strength, we are helping to 
oem build the strength of the United States? And isn’t it true in this 
tire whole program, while we are helping Europe we are helping ourselves 
ility in building up the defensive strength of the United States? Isn't 
neg- that right / 7 
caot Secret: ry MarsHAti. That is right. 
ring The Cuimman. Is it not true that the bombers based in E urope 
1 we can help us more than if they were based on our own territory in 
eme the United States ? 
ous Secretary MarsHauu. That is correct, sir. 
wath The CHatrman. In view of what is happening in Korea, do you 
tern think we might be able to bring about an end to the fighting there in 
ying the near future? 
ition Secretary MarsHa.u, I hestitate to give any opinion now, sir. 
Shine ' The CuAmman. Yes: I understand that. Well, even if the fighting 
A ale were concluded in Korea, that wouldn’t be any reason for us slowing 
‘hich up on this other program for preparatory strength in Europe, would 
r the it? 
ut 3 
ete NO LET-UP IN DEFENSE PREPARATIONS EVEN IF KOREAN WAR ENDS 
oa Secretary Marswauti. None whatever, sir. I might add that I have 
pean been, more shocked I think, by what has hi appened recently than by 
dern all my experiences in Washington because, in brief, the statement by 
vide one representative of the Soviet Government has very seriously 
sag affected the possibilities regarding our defense program. 'To me it 
vhich 
teins is unthinkable that the American people would react thusly to one 
nited Soviet statement in the light of the history of the Soviet Govern- 
year ment’s procedure. 
ae: The CHatrMAn. What Soviet statement ? 
. Secretary Marsuaun. | am talking about Malik’s statement. That 
 ma- one statement has produced a very serious reaction which we are 
way having to combat on all sides. That is a very sad admission to have 
man- 


to make that our people would react in any such manner. 
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Korea is an incident. If the fighting ceases there it will help us as 
to our Western European rearmament because some of the equipment 
in the pipeline going out there could be diverted to Western Europe, 
and to that extent would restore some of the shortages created by the 
necessity of sending equapasent to Korea during a very difficult period 
of the fighting. 

The CrarMan. You realize that if we had peace in Korea to- 
morrow that would be no reason for the United States to slow up on 
the provisions of this pending bill. 

Secretary Marsuautyi. That would be no reason. If one is logical 
there is more reason than ever to prepare. 


PROGRAM REPRESENTS MINIMUM ESSENTIALS 


The CHamMan. You said we should make a maximum effort to 
build up our collective strength in the year 1952. A good many people 
think we are not moving fast enough. Others believe that we might 
cut down on the program. Do you believe that the program now 
before us would constitute, in effect, our maximum effort for 1952 ¢ 

Secretary MarsHau. I think, on the basis of the screening and all, 
it is really our minimum effort, meaning it is the minimum Y essential 
to carry out the arrangements arrived at by ourselves in our agree- 
ments with the NATO countries and with General Eisenhower. 


EUROPEAN DEFENSE EFFORT CAPABILITIES 


The Cuarrman. Isn’t it true that we are urging and pressing the 
European countries to do all that they possibly ¢ can for their own 
defense ¢ 

Secretary Marsuau. Yes, sir. 

The CHairMan. As well as collective defense ? 

Secretary MarsHatu. Yes, sir. That is very true. We are trying in 
every way wecan. We have to be very careful, and we have consulted 
the ECA in this connection quite fr equently, that we do not press 
them too far economically at the present time because of the fact 
that they are in the process of a build-up to restore their former vital- 
ity. 

One, I think, has to have in mind, as your committee which went to 
Europe recently would have clearly in mind, in dealing with those 
people in matters that affect their standard of living. Our situation 
is quite different from theirs. One Member of Congress who traveled 
abroad, I think, put it very aptly in saying that a reduction of the 
standard of living across the board would be a very fatal thing. A 
5-percent reduction to us would be the loss of ability to buy some 
gadget. The loss of 5 percent to them would be the difference between 
white bread and black bread on their tables. I think we are at the 
point psychologically where we can gain momentum or we can sag 
and more or less fail in our program. 


PROVOCATION TO SOVIET UNION 


The Cuaxrman. If we make our maximum effort in 1952 do you 
think that is likely to provoke Russia to immediately engage in aggres- 
sion on the theory that she should be more successful then than she 
would be later on after we built up the strength? 
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Secretary MarsHau. Well, the same factor is to be considered in 
1951. That is a hazard throughout this program and the only argu- 
ment to the contrary would be, “We can’t do it, so let us not try to do it. 
Let us not try to build up our defense,” which was the view of some 
people in this country in 1940 and 1941. We didn’t have much. The 
Germans had all of Europe. We did start and we won out. 

The Cuamman. That is right. Well, thank you, General. 

Senator Green. 


COMPLETION OF PRESENT DEFENSE PLANS BY 1954 


Senator Green. General Marshall, you have indicated toward the 
end of your prepared statement that 1954 is the date for the com- 
pletion of our present plans; is that not correct ¢ 

Secretary Marsnauu. That’s correct. That is the terminal date, 
you might say, in our capital build-up. After that, it is a question 
of maintenance. 

Senator Green. That same date was mentioned to us in our recent 
trip to the capitals of Europe representing the Foreign Relations 
Committee. It was necessary, in order to make these plans objective 
and practical, to fix some date as to their completion. Now, that 
contemplates the provisions such as stated in the present bill, does 
it not? If those are cut down it will postpone the termination and 
upset the whole plan for completion by 1954, would it not? 

Secretary Marsnauy. That is correct, sir. 

Senator Green. I think that is the point you brought out. 

Secretary Marsan. Yes, sir. 


PREVENTING WAR THROUGH PREPAREDNESS 


Senator Green. I think it would be well to bring out that these 
plans contemplate not only our defense in time of war but also the 
probability of preventing war itself, do they not ? 

Secretary Marsuauu. That is the major purpose. 

Senator Green. Of preventing the war as well as defending us in 
case there is a war? 

Secretary Marsnauu. Yes, sir. 

Senator Green. And you think that the prevention of war has been 
sufficiently emphasized in the arguments for these appropriations and 
for the whole pian ¢ 

Secretary MarsHauy. I think it probably has not been, sir, because 
we have gotten involved in technical explanations of this and that to 
too great an extent. 

Senator Green. That is the reason I am asking you so we might 
have on the record your view of the possibility of preventing war 
by this preparation 

Secretary Marsuauw. I think that the best deterrent to war is pre- 
paredness and that’s what we are striving to do—to be prepared and 
to develop an effective basis of collective security. This prepara- 
tion is one of the procedures that are necessary in view of the con- 
ditions abroad as a result of the last war. I know of no other way 
that offers as much chance of successful deterrent action as the pro- 
cedure we are now taking. 

Senator Green. Well, then, if it is true that the steps that are 
proposed to be taken help to defer the war or to prevent the war, 
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to the extent we cut it down we increase the probability of war. It 
logically follows, does it not? 

Secretary Marswauy. I would think so; yes, sir. 

Senator Green. So the arguments of those who are opposed to the 
full implementation of this program are those that are helping to 
bring about a war? 

Secretar y Marsnauy. Well, I think that many are involved in that 
argument without fully realizing what they are doing. 

Senator Green. Yes. 

Secretary Marsuauy. It might be that our logic is not convincing 
as to the necessity of these things and in that respect we have failed 
to make the case. 

Senator Green. Those are usually the arguments of the pacifists, or 
of those who lay undue stress on the cost. They think we may avoid 
war by not providing against war, is that not true? 

Secretary Marsuau. I think that is the case, sir. My own experi- 
ence, in the many struggles i in which I have been engaged, has hott 
that if things are delayé ed too much then you are involved in stupen- 
dous sums which make these present requirements seem trivial. 


EFFECT OF KOREAN WAR ON EUROPE’S MORALE 


Senator Green. It has been our experience lately in Europe to ob- 
serve that the Korean situation had tremendous impact on all the 
countries there. The peoples were moved by the fact that the United 
States had taken definite action, had provided men and funds and 
material to defend the principle of resisting unjustifiable aggression, 
and it gave to small countries in particular a feeling of security to 


know that the United States would act under those conditions. Is 
that not also a means of building up security and the will to fight, 
which is well worth while and well worth the cost of the Korean con- 
flict ? 

Secretary Marsuautu. Even with the casualties we suffered there I 
think that is the case. 

Senator Green. And, therefore, there is a definite result of the 
Korean conflict already ? 

Secretary Marsnauu. I think very much so. We have established 
before the world that we mean what we say. We announce a prin- 
ciple and we will stand behind it. 

Senator Green. And that has increased the prestige of this coun- 
try tremendously throughout the world. It strengthens the deter- 
mination to fight on the part of other small nations of the world and 
lessens the chance of war also. 

Secretary Marsuauu. I think it has reduced the fear that they are 
left to stand alone and be submerged. ‘ 


IF EUROPE SHOULD FALL 


Senator Green. One other point, General, that it seems to me should 
be emphasized, and I wonder if you will agree, and that is the alterna- 
tive to our cooperative defense of Europe. If Europe should fall, 
what would be the effect on America’s future ? 

Secretary Marsuauu. In the first place there would be built up 
under the Soviets’ domination a productive power that would exceed 
ours, which would very markedly change our position in the world. 


2 TS 


Soe 


we 
ea 


fen Tt Rn eg 





© 


k 

if 
i 
4 
i 
' 

f 4 


MUTUAL SECURITY ACT OF 1951 45 


We would have the Atlantic dominated on the far side by governments 
hostile to us in purpose. That would extend into the Mediterranean. 
Our whole position would be one of isolation which we could only 
successfully defend by a tremendous military build-up. . 

We would be affected economically in other ways than those I just 
referred to. It would put us in an extremely perilous position, I feel, 
and our national existence would be threatened. 

Senator Green. It is not the choice of avoiding war on one side or 
avoiding war on the other, it is a question of whic h would be a greater 
loss to this country. 

Secretary MarsuHau. It is a question of what is the best way to go 
about this matter of collective security against the aggressions that 
might come in the future. 


NATURE OF COLLECTIVE SECURITY 


Senator Green. There is one other point I would like your com- 
ments on. That is the danger of arguing that we are giving aid to 
these countries. It is collective defense, i is it not, in all these cases? 

Secretary Marsuauu. Yes, sir. 

Senator Green. Rather than giving aid to some country we want 
to help, is it not? 

Secret tary Marsmauy. Yes, sir. It would like to speak off the record 
on that a minute. 

The Cuarrman. Off the record, Mr. Reporter. 

(Discussion off the record.) 

Senator Green. In other words, the cooperative defense means that 
we are each supplying what we can do best. They are supplying men 
and we are supplying equipment. 

Secretary Marsnwauy. That is it exactly, sir. 

Senator Green. Thank you very much. 

The Cuarmman. Senator Wiley. 


NEED FOR CONTINUING PREPAREDNESS IN SPITE OF EVENTS IN KOREA 


Senator Witry. General, you mentioned Malik’s statement as very 
detrimental. What particular statement did you have reference to? 

The Cuatrrman. Excuse me a minute. 

Let me say to the newspapermen that this is a public heari ing and 
* all that but the General requested that the remarks he just made will 
be off the record, so I hope the newspapermen will notice that and not 
publish it, although there are a lot of people here who won't be influ- 
enced by that, no doubt. 

All right, go ahead. 

Senator Witry. What particular statement did you have reference 
to in his statement ? 

Secretary Marsnauu. I was referring to Malik’s statement which 
led up to or initiated the armistice discussions in Korea. 

Senator Witry. You felt that had a serious effect upon the Ameri- 
‘an people in relation to continuing preparedness, is that it? 

Secretary Marsuaun. Exactly that, sir. 

Senator Wier. Well, I think your conclusion is clear that in this 
so-called Korean armistice we are not dealing with the real guys that 
are pulling the strings. We are dealing with the puppets, aren’t we? 
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Secretary MarsHauu. I think that is correct, sir. 

Senator Wirry. Yes, so it is well for the American people to get 
that fact. 

I might say that when we were in Europe we were impressed with 
the feeling of some of our allies that if the Korean situation should 
terminate in the nature of an armistice, it would only make available 
Chinese troops for Indochina. We would be in on a problem there 
with more aid 2nd more arms and whatever it took, so I think you have 
pretty well given a picture of the seriousness on the world stage. This 
is a global contest. 

Secretary Marsnauy. Absolutely. 

Senator Witey. Of course, we all recognize it is a contest for the 
minds of men but it is also a conquest to maintain territorial integrity 
of our allies and ourselves. 

Secretary Marsuauy. That is correct, sir. 

Senator Witey. And any cessation on any one corner of the pe- 
rimeter, like Korea, might only be provocative of an explosion some 
place else ? 

Secretary Marsuaty. That is correct, sir. 


EFFICIENCY IN PROCUREMENT 


Senator Wirry. General, we have read in the paper lately about 
lack of morale or a real trustee’s manner on the part of some of our 
officials and, of course, that is to be understood because even the Master 
couldn’t pick a gang without a Judas. But the American people are 
really concerned about the amount that is involved in this program. 
What I wanted to get your idea about was whether the executive 
branch of Government has done everything it could to get efficiency 
into procurement ? 

Secretary MarsHauu. I can only speak for the purely military part 
of the procurement and in my relationship with the defense mobiliza- 
tion activities—for which I have to sit on a board every so often— 
once a week. I don’t know that we have done everything we could, 
but we have been doing it every day in a very searching way to insure 
that it was not only all wool and a yard wide, but to find improve- 
ments in methods and in procedures to reduce costs and expedite pro- 
duction. We have been at that, I know, since before I came in, and 
very sharply since I have become Secretary of Defense, and largely 
through the efforts of Mr. Lovett, who is Deputy Secretary of Defense. 

That is a constant obligation. We get allegations and reports on 
many things that come in on an oral statement by sccndbody. We 
have them all investigated and we are trying in every way we can to 
see that the programs of the military departments are operated with 
high integrity, and I think they are. 

I suppose we will find some individual, just as we did after the 
last war, who behaved in a most unprincipled fashion, and he might 
get away with it, but the chances are very much against that. 

I think the general integrity of the individuals concerned in the 
defense military production is on a very high level. 

Senator Wiiey. Have you any recommendations to make to pro- 
tect the public with respect to undue profits? 

Secretary Marsuauu. I wouldn’t care to go into that, sir, because 
it involves a lot of technical knowledge of monetary expenditures that 
I am not 
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EFFECT OF INFLATION ON MILITARY PROCUREMENT 


Senator Witey. Well, we have been told lately that someone said 
they thought over the past few months the inflationary cost in military 
matériel was some $7 billion. 

Secretary Marsuatt. I made that statement in regard to the infla- 
tionary action. I thought your question related to excess profits. 

Senator Witry. I am talking ae? both. 

Secretary Marsuauui. As to ‘the inflationary reactions, I made the 
statement that out of some thirty-odd billions, out of the first moneys 
that had been appropriated last fall, we lost $7 billion on the return 
on the dollar value of our estimates and that, of course, creates very 
serious shortages. But the most dangerous part is the threat that 
it will continue or increase, which would just. get us in a vise of diffi- 
culties which would jeopardize the entire defense program. * 

Senator Winey. That was my next thought. What is your recom- 
mendation to see to it that that does not occur? 

Secretary Marsuaty. Well, I testified regarding controls, and there 
are a great many technical aspects of the matter toward which I am 
not a competent witness, but I feel that if measures are not taken to 
contro] this inflationary development, it will be a terrific blow to our 
defense program as well as the economy of the country. I am not 
a competent witness as to how you go about that, because it is a very 
involved affair, but I think we have all got to make sacrifices in reach- 
ing a solution, 


CONTROLLING INFLATION 


Senator Witry. A note was handed me which sets forth what we 
have all understood, that there was the power last year, last summer, 
given to the President to control prices and wages, and while you will 
not lay down any specific pattern that you have in mind, we have got 
to adinit that inflation is due to increased wages and prices, do we 
not ? 

Secretary MarsHAuu. Yes, sir. 

Senator Witry. And we are all interested in seeing that the Amer- 
ican taxpayer gets 100 cents in return in this military adventure that 
Wwe are el ngaged i in. I would suggest that every time there is a little 
increase in wage or material cost under the direction of DiSalle or 
whoever does it, it seems to provide just an additional opportunity 
for a great increase in the commodity. I think that the American 
people have got to be protected on every front. I agree with you that 
inflation cannot only rob the savers of America, those who have saved 
in their insurance and in their Government bonds, but it can bust the 
morale of this Nation. 

That is what happened in Europe. A good many of the people who 
built the nation, who were the savers and constructed, were simply 

taken for a ride. 

I particularly stress the thought that there is an opportunity in 
getting procurement to a basis where there is saving; that you don’t 
have people that are buying military matériel on behalf of the Gov- 
ernment either directly or indirectly getting sweetened. We see in the 
papers right along instances—and I am not talking about individuals; 
I am talking about a practice—of a break in morale, a break in what 
we call trustee standards. No one can serve two masters. No public 
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official can serve two masters; yet we are getting into the old Chinese 
system of “take.” 

I leave that subject knowing that you, sir, with your fine background 
and your sense of morality and integrity, have a multitude of prob- 
lems, but I am giving you just one more. 


IMPORTANCE OF SPAIN 


Now, General, you were talking about manpower, additional man- 
power. I don’t think you mentioned Spain. Have you any ideas 
about oe and the potentialities there of manpower ? 

Secretary Marsuaty. There is a very considerable potentiality there 
in manpower, in geographical position, and in facilities like airfields, 
all of which we are very much concerned with. There is also a politi- 

cal situation in Europe which we are faced with. I think that we are 
making some progress in the matter. 

Senator Wier. We recognize also the political situation, and I 
might say very clearly that we were made cognizant of that. But 
we also found, without mentioning personalities, that there seemed 
to be a sense of trying to give way if our own Government sensed 
the significance of bases—naval and land for planes—in an arrange- 
ment between Spain and ourselves. To me that situation is so im- 
portant. We find that even Frenchmen and Germans are beginning 
to collaborate in Europe. If this is a world conquest, if we are en- 
gaged on the world stage for survival, some of the differences of 
yesteryears should be, not forgotten, but overlooked in the common 
interest and the common defense. 

This question now is a question of your military knowledge. Do 
you think that airfields in Spain and naval bases in Spain would add 
to the strength of the common defense ? 

Secretary MarsHaun. The privilege of using fields, the privilege of 
using harbors, the preparation of those fields to accommodate our 
planes of the most modern type, would be a very important factor. 


CONTRIBUTIONS OF OUR ALLIES TO COLLECTIVE DEFENSE 


Senator Witry. You have given us, in answer to Senator Connally, 
the answer that in your opinion the amount arrived at is necessary to 
carry out the completion, or call it the fruition, of = plan of common 
defense; in other words, $8,500,000,000. Now, can you tell us the 
over-all contribution of our allies in Europe over a similar period ? 

Secretary Marsan. I cannot give you the exact figures. I can as 
to the French, because they have public ized them themselves. There 
will be 10 divisions this summer that they will put into that force 
and 5 more in the next fiscal year and 5 more in the following year, a 
total of 20 divisions, with a possibility of some others; and they have 
made that as a public statement. I am not free to refer to the others, 
because they have not made them public, and it would be a betrayal 
of trust if we made such a statement before their government is pre- 
pared to announce it itself. 

The actual numbers—I was trying to give it to you in percentages. 
It is much easier to handle it that way. The actual numbers are, in 
1952 our allies will have about two million and a half men on active 
service. We will have, I think, about 340,000 in ground forces and 
some fifty or sixty thousand in the Air Forces. 


Cer ee a enn eae 
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Senator Wier. That gives us the manpower. 

Secretary Marsa... I haven't referred to the reserves that they 
will have on call on M plus 10 days and M-plus 90 days, which go into 
very large figures. As a matter of fact, the M-plus-90 figure is 5 
million. 

Now, they would not have the most modern equipment and things 
of that sort, but they would be on call, and that is the rate at which 
they think they can bring them in. 

Senator Witey. Have you the percentage of total income, that is of 
our allied nations? I think it runs something like $140,000,000,000, 


doesn’t it ? 


Secretary Marsuary. I would have to look that figure up. 


—_ ator WILEY. 


probably give you that. 


Senator WiLry. 
mutual assistance plan. 


And the amount they 


have- 


I think it would be well for the American public 

» know the percentage of the income that they 
” files retary Marsnauu. I think one of the officers following me can 
are contributing into this 
I think ancillary to that, of course, the mili- 


tary dollar that they spend gets a great deal more because they haven't 
the extreme costs that we have. 
(The following information was supplied for the record at this 


point :) 


Defense expenditures and gross national product 


[Millions of dollars. 


Country 


Belgium-Luxemburg 
Denmark 

France 

Italy 

Netherlands 

Norway 

Portugal 

United Kingdom 


European total 
Canada 
United States 


Country 


Belgium-Luxemburg 
Denmark 

France 

Italy 

Netherlands 

Norway 

Portugal 

United Kingdom 


Total 
Canada 
United States 


Fiscal 
year 
begins 


Fiscal 
year 
begins 


Deficit 
expendi- 
tures 


165 
24 

1, 698 
744 
59 

16 

40 

2, 136 


4, 932 
59 


| Deficit 
expendi- 
tures 


174 
48 
. 801 
640 
235 
64 


1938 
GNP 


6, 316 
2, 619 
23, 201 
13, 285 
4, 034 
1, 460 
1,878 
32, 668 


85, 461 
9, 096 
171, 800 


6, 595 
3, 151 
25, 954 
15, 200 
5, 125 
1, 994 
2, 003 
37, 985 


, 007 
5, 564 


Percent 


Prewar in 1950-51 prices; postwar in current prices.] 


EXPENDITURES AND GNP IN COUNTRY’S OWN FISCAL YEAR 


1949 


Deficit 
expendi- GNP 


tures 


Deficit 


} expendi- 


tures 


Oo. Sid 
5, 500 
28, 169 
16, 016 
5, 768 
2, O64 
2, 073 
40, 335 


, 981 104, 802 
18, 726 


46, 600 330, 000 


Percent 
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Comparative capacity to bear defense cost: Europe and United States 





[United States fiscal year 1951-52 data] 


Total gross national product: 
European NATO__-_ 
United States_____ 

Per capita GNP: 


ees ieee arcicead _. $104, 802, 000, 000 
cscs Ni Aiiins aailpecenicip Ab ailahaiad ob cacnaeeoniatinicasih eiastntea 5330, 000, 000, 600 


I emi ca a a aia $597 

United States_____ Ce a $2, 148 
Percent of GNP spent on 1 de fense 

PonnNn RD e ae Se Ua ot 7.6 

United States___ se ark ae a 14.1 
Per capita GNP r remaining after 19% 51 defense expenditures : 

European NATO_______-__- wcliie Serial ee eas $552 

SSRN EEUU i akg oe enc Sree y . $1. 840 





Taration 


[United States fiscal year 1951-52 data] 





Estimates of total taxation from all levels of government as a percent of GNP: 


Percent 
ae a Fae rs Be i eaks é sais case sca 
i i pe ae Be se a is. 8 
PO ic ecu eli Nik tiii Rhine eae nibeiaind 5 a = ata 
a os tained crtbiadhenede Satie eae ata e i ADE Lr te tt 5 Ade 24.0 
pT RE eR ete AE PEG ee a ae se Pee ee Leese Te 
Norway __- 3 sic Be ose cheatin hasty tal steal lub cs saccade anal a 
|. ee eee ee cs aloe eg ok eae bile mer Geeee: ) | 
ENE a I is ia eink hig weiss miei eiabiba sccnbatbatieiee: GS 
ON a a Ti faa ea ons sViswnsanidisee aCe 


1 United States figure includes proposed tax increase. 


Secretary Marswatz. Also, their expenditures on manpower are 
tremendously different from ours. A Turkish soldier gets 23 cents ¢ 
month; a French soldier gets $1.69 a month; a British soldier gets $96 
a month; and our soldier on the lowest echelon gets $70 a month; so 
it is pretty hard to make a comparison there in money. It is a more 
effective comparison in men, 

Senator Witry. My former question I would restate this way: 
What amount is each of our North Atlantic Treaty partners contribut- 
ing to the mutual defense? How do their efforts compare with our 
own? 

Secretary MarsHatu. That is really something the ECA can answer 
better. I have a vague recollection of the amount, but I don’t like to 
state it in the record, because it would probably be wrong. 

Senator Wirxy. Are we contributing any aid to Iran? 

Secretary Marsuarn. Yes, sir. 

Senator Wirry. I think that is all. 

‘The CHarrman. Senator Gillette? 


COMPUTATION OF TOTAL AMOUNT 


Senator Giitetre. Mr. Chairman, General Marshall, the bill that 
we have before us contemplates an appropriation of $81 billion. I 
assume that there will be someone before us in the course of these 
hearings who will provide us with the breakdown as to how that sum 
was reached. You didn’t reach up in the air and just pick it out of 
the air. It isa careful computation. 

Secretary MarsHauy. Yes, sir. I can give you a brief outline of it, 
particularly as to the military factors. 
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We had to start with the countries themselves in Europe and get 
their appraisal of what they needed and then consider those figures 
in discussions with them and in relation to the general program of the 
build-up of the forces under NATO, and the time schedule in partic- 
ular. Then those figures were brought back to this country and 
screened here as to whether we thought they had overextended ‘them- 
selves in their requests and whether ‘they could not meet more of the 
matériel requirements than they had indicated. It was a very long 
and tedious process, and it has been carried on in a very exacting man- 
ner, but it begins abroad at the individual country and then comes 
back over here. That is one reason it has taken us quite a time to 
build up a general program of this nature. All of those facts are 
slow in assembling and slower in digesting. 

Senator Gitterre. It starts with their estimate of what they think 
they ought to have ‘ 

Secretary Marsnaun. Under the agreed program. 

Senator Gitterre. And that carefully examined over here / 

Secretary Marsuauu. There is quite an examination over there be- 
tween our representatives and theirs before it comes here, but the men 
that have had largely to do with that can testify right before the 
committee here. 


TYPES OF AID CONTEMPLATED 


Senator Grterre. In the breakdown into two portions here in 
your statement of 814 billion, 6.2 billion are for military aid and 2.3, 
or considerably more than 25 percent, is for economic aid and tech- 
nical assistance. 

Secretary Marsuaru. I can give you the breakdown on those figures 
as to regions if you care for it. 

Senator Gitierre. I don’t believe that will be necessary. What I 
have in mind right now, General, is the fact that, out of this need that 
is presented to us now, more than 25 percent of it is to go to economic 
aid and technical assistance. 

I wanted to ask this question: In the preceding paragraph in your 
statement you made the statement that— 

We are assisting our allies by providing (@)major items of miltary equip- 
ment that they cannot produce in time, (0) support for their own production of 
military equipment, (c) general economic aid in selected areas to keep nations 
from becoming impoverished by their defense efforts, and (d) technical assist- 
ance to underdeveloped areas. 

What did you mean by that? 

Secretary Marsnautt. To build up their economy, building up 
their production—it may be agricultural; it may be actually indus- 
trial—but to try to help them to improve their economy. The actual 
witnesses on those particular things will follow me, sir. 

Senator GiuLerte. How do you differentiate, General, between your 
subhead (c) : 
general economic aid in selected areas to keep nations from becoming impov- 
erished by their defense efforts— 


and (d)— 
technical assistance to underdeveloped areas— 


How do you draw that line? What is the line? 
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Secretary Marsnauu. It refers in the technical assistance largely to 
putting a number of people in the country who have the know-how 
in order to assist them. On the other hand, the preceding statement 
relates to investing money in the effort to build up their economy, 
build up their agric culture, and matters of that kind. 

Senator Gruerre. Do you have in mind any area that you are 
including under that subhead ? 

Secretary MarsHati. Latin America, Middle and Near East, and 
southeast Asia require technical assistance. 

Senator Gitterre. Latin America? 

Secretary Marsuaz. It is involved in the point 4 program, and 
T can only give you the general references to it. 


COST OF KOREAN WAR INCLUDED IN UNITED STATES MILITARY 
APPROPRIATIONS 


Senator Guuerre. Now, General, on the third page, I think it is, 
of your statement, in which the assertion is made that by the end of 
June 1951, 1,600,000 tons had been shipped abroad, and the bulk of 
the equipment, 975,000 tons, went to Western Europe; 415,000 tons 
to the Middle East; and the balance of 210,000 tons to the Far East, 
was any of that equipment for the Korean War? 

Secretary MarsHaty. No, sir. That is not included in that. 

Senator Grtterre. There are none of the military contributions in 
the way of equipment to the Korean War area that is represented in 
this at all? 

Secretary Acurson. That isa separate matter. 

Senator Guzerre. On the last page you make this statement : 

The proposed military aid program will be about 10 percent of our own military 
budget for the fiscal year 1952. 

I presume you refer to the military aid program under this pro- 
posed legislation, of which the military portion is 6.2 billions. If 
it is 10 percent of our military budget for 1952, that would mean that 
is to be our own military budget in 1952. 

Secretary Marsuatu. We have a military budget in 1952 of $60 
billion, approximately, and this is in addition to that $60 billion. 

Senator Gruterre. And in the $62 billion of our military budget for 
fiscal year 1952 is there included the cost of the Korean war? 

Secretary Marsnauu. Yes, sir; in the $60 billion defense budget. 

Senator Gititerre. That is included ? 

Secretary Marsuatu. That is included. I would like to make clear 
that the $60 billion defense budget will permit us to operate in Korea 
in fiscal year 1952, but in doing so we must slow down certain other 
highly essential programs . We must request additional funds to re- 
store those programs to their proper levels, partic ularly if the Korean 
operation continues well into fiscal year 1952. 


NO TECHNICAL ASSISTANCE IN UNITED STATES MILITARY APPROPRIATIONS 


Senator Giiuerre. Is there included in it anything in the way of 
this technical assistance or economic aid ? 

Secretary MarsHAti. We have one item of $125 million that is in 
this bill for Korean reconstruction. 
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Mr. Erron. I am Samuel Efron, counsel to the Office of Military 
Assistance. We have in this bill $125,000,000 for contributions to the 
United Nations Korean Reconstruction and Rehabilitation Adminis- 
tration, but item (d) is the point 4 type of aid, which we have called 
here technical assistance, and there is no such thing in this military 
portion of the bill. 

Senator Gitterre. My question is, is there any of these sums, for 
these purposes, inc luded in the $60 billion estimate of our own military 

needs during fiscal 1952 ¢ 

Mr. Erron. No, sir. These funds are entirely economic in char- 
acter, and are not included in our defense budget. 

Senator GILLETTE. So, so far as the charge on the American people 
is concerned, they would be in addition to this sum of $60 billions for 
our own needs, our military needs ¢ 

Mr. Erron. Yes, sir; but these sums are included in the economic 
portions of the proposed mutual-security bill. They are not part of 
our $60 billion defense appropriation. 

Senator Giuterre. That is entirely independent, and they are in 
addition to that ? 

Mr. Erron. That is right, sir. 


ECONOMIC CAPACITIES OF UNITED STATES AND EUROPE 


Senator Gittetrre. Now there is one statement, General, that you 
made, that interested me particularly, in answer, I think, to a question 
»f Senator Green, with reference to the requests or demands that we 
were making on our allies for their contribution to this mutual effort. 
You stated that we must not press them too far economically. I am 
sure that you, as well as every other American citizen, have in mind 
that it is possible to press the American people too far economically. 

Secretary MarsHanu. Senator, I was under considerable attack in 
November and December because I wasn’t asking for enough, in the 
way of a charge against American economy. 

Senator Gruterre. You got no attack from me. 

Secretary MarsHati. I am stating a fact, and my reason was just 
the question that you are putting there, that I thought that for us to 
go out into much more expensive terms, into a major mobilization at 
that time, which was being pressed and argued and demanded, would 
put us in a very dangerous position economically and militarily. 

In the first place, we couldn’t do what was demanded at that rate 
level, and in the next place we would get out on the end of a plank, as 
it were, which could very easily be sawed off against us, and we would 
be defe: ated economically rather than militarily. I have been very 
conscious of that, and T have taken quite a beating in regard to it, 
so I am aware of the economic factors. 

In this particular case we have Mr. Foster, of the ECA, advising 
us against pressing them too hard because their build-up is so recent. 
In some cases they have increased their production to 130 percent 
compared with 100 percent, we will say, in 1938, but they have just 
reached that point. It hasn’t come to a full flower yet, and they 
haven’t repaired all of the devastating losses of the war. The feeling 
is that we would set the whole process back, break their morale, if we 
pressed a little too hard, because here, very closely connected with 
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their very recent build-up, we are pressing them on an armament pro- 
gram, which is also something that the public does not like. 

Senator Gitierre. That is very logical, and I take pride in the 
statement that you have just made; there is a point where the load 
will become too heavy, and if we as a nation, the only surplus nation 
in the world today, reach a point where we cannot carry the load, the 
whole effort will fall as a matter of course. 

Secretary MarsHau. I repeat again, my fear was that with this 
emotional reaction, and we are pretty good on emotional reactions, 
they were pushing to do things in a way that if the Soviets held back, 
we were left in a very dangerous position. Militarily it would be 
quite unfortunate, if not tragic, to withdraw, and economically it 
would be frightfully expensive to stay there, and that was not a way 
to build up for the long pull. When you get into war then you go the 
full length, and the economic factor in our dealings with the Soviets. 
as well as our own good, was a dominating consideration in my 
mind. 

(Discussion off the record. ) 

Senator Grterre. When the statement was made that they would 
probably contribute 2,000,000 men by the end of this year, and that 
we Would have 350,000 men over there by that time, 300,000 plus 50,000 
air troops, that 350,000 men is not an inconsiderable contribution to 
make in the way of men, is it? 

Secretary Marsuatu. It is not, overseas. 


IMPORTANCE OF NEAR EAST 


Senator Gitierre. One other question, and then Iam through. In 
interrogating Secretary Acheson yesterday I expressed some con- 
cern, which I still feel, with reference to the fact that our potential 
enemy is calling the turn, or can call the turn, through an entire perim- 
eter of threet. and that the allocation of the aid contemplated in 
this bill was giving 150 times, substantially, the military aid to West- 
ern Europe that can be accorded under the bill to the area of the 
Middle East, or sometimes called the Near East. I read from page 
21 of the Mutual Security Program pamphlet that has been made 
available to us here as follows: 

The near-eastern area is important to the security of the United States and 
of the free world. It lies athwart the principal lines of sea and air communica- 
tion in the Eastern Hemisphere. It is a land bridge between Asia and Africa, 
Soviet control of which would expose the African Continent. It is a source of 
rime strategic material, oil, the continuing supply of which is essential to 
friendly nations in Europe and Asia. It supplies three-fourths of the petroleum 
requirements of Western Europe. 

As a matter of military advisability, is it tenable to leave an area 
of that kind, composed of Iran, Iraq, Saudi Arabia, the Moslem coun- 
tries, and Palestine, exposed to attack, with the disaster that would 
follow if it were taken over, with aid 150 times less than the amount 
that is being made available to the area of Western Europe? 

Secretary Marsnatt. We propose in this bill $125,000,0°0 economic 
and $415,000,000 military aid to the Near East and north Africa. 

Senator Giuterre. Doesn’t that include Turkey and Greece? 

Secretary Marsnaut. Yes; for the military aid. Of course, Turkey 
and Greece both get certain ECA aid in addition to this. But you 
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pose a question that we continually have in a military way, but it 
goes straight back to your economic problem. It also goes back to 
our production possibilities. 

You can’t do everything at once. In the last war we had to act first, 
in large measure, in the “European theater and Africa, and later in 
the Far East. We shot on a shoestring for quite awhile in the Far 
East, not because we wanted to. We had great tragecies out there. 
But it was utterly impossible to do both effectively at the same time. 

Here there are not inconsiderable sums being put into the Near East. 
If you reduce the sums you are putting into Western Europe, you get 
an already very difficult program, as to the slow build-up, ‘that is 
inevitably trimmed down until it becomes more or less a waste of 
effort, a sacrifice, so that Europe being a region of possible critical 
importance, we start out with that at a larger scale. What we might 
be able to do with these others a little later is a very definite consider- 
ation, but you can’t spread yourself all over the lot, because you will 
be defeated everywhere; so the question is, how you get at it. 

In Iran we want to help. Iran is a place of very critical importance. 
Iran is a great distance and a difficult distance from us, which in- 
creases the military difficulties of trying to do something for them. 

The Middle East is an area of very great importance, but it is an 
area in which we hope.the British can do a great deal more in light of 
all the other things that we are trying to do. 

The problem is, and the military problem very particularly is, how 
you allocate, and you just can’t do it all. I have lived in that sort of 
struggle for the last 10 years, almost. It has always been that battle, 
and we never had enough. We had a pitifully small amount at one 
stage of the procedure, and now I think we are approaching this on 
a pretty well thought out basis. It is just about as much as we can 
do in the way of production, i in the way of factors related to our own 
economy. It is a problem of allocation, and we have tried to be as 
carefully considerate of all the factors as we could be. We may not 
have been as wise as we might have been, but this seems to be the best 
procedure under the terms. 

Senator Gmuerre. Thank you, General. That is all, Mr. Chair- 
man. 

The CHamMan. Senator Smith? 

Senator Smiru of New Jersey. Mr. Secretary, you spoke about the 
agreements with the NATO countries. I gathered from that expres- 
sion of yours that we had worked out with General Eisenhower a sort 
of understanding that country A will furnish so many divisions, coun- 
try B so many divisions, and so forth. I won't ask for those numbers, 
of course. Is that the general approach? 

Secretary Marsuatyi. That was done before General Eisenhower 
went to Europe. That was done in the build-up of the NATO 
organization. 


DURATION AND MAGNITUDE OF PROGRAM 


Senator Smirn of New Jersey. Yesterday Secretary Acheson said 
he figured, generally speaking, that the amount required for our 
continuing program for 1953 and 1954 would be about the same as 
this year. 

Secretary Marsuatu. Yes, sir. 
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Senator Smirn of New Jersey. In other words, $8 billion in 1953, 
$8 billion in 1954, making an over-all total of around $24 to $25 
billion. 

Secretary Marsuauu. That is about it. 

Senator Smrrn of New Jersey. Is that our over-all global contem- 
plation, or is that just the E uropean 

Secretary Marsuay. That is the whole rearmament program. 

Senator Smrr't of New Jersey. Then is it a fair question to ask you 
whether probably in 1954, as we see it now, we will see the end of this 
phase of our operation ? 

Secretary Marsnary. I would say you should definitely see the end 
of the phase of what I ‘might call the capital build-up. Just how we 
are going to work out the replac ement and maintenance factor remains 
to be determined. 

Senator Smiru of New Jersey. That will be the next chapter. 

Secretary Marsuauy. We are trying to see to that in the use of part 
of the economic aid to build up facilities to manage maintenance, so 
that we can be divorced from that. I am thinking now of mainte- 
aance in the form of matériel. Now, when it comes to the ordinary 
routine cost, that is another factor. But our hope is, in the economic 
development, that they can carry that item in a large measure. But 
up to that time we are involved in what I call a capital investment 
in things that last for a considerable per iod of time. 

A fighter plane has a life of about 3 years; a tank at least 8 years: 
other matériel, for example, cannon and artillery over a very long 
period of time. Those are capital investments which they are unable 
to make for themselves. We should not have to renew on that. 

I should think we would get to the point where, when they get to 
the time that they must renew a part, they ought to be able to buy 
them from us or, to a certain measure, make them themselves. 

Senator Smrru of New Jersey. They will be putting in some pro- 
duction plants, I take it, with our aid now to do some of that renewal. 

Secretary MarsHauu. That is one of our reasons. We want, as far 
as We can manage it this far from the terminal date of °54, to have 
them in a position to make good on the maintenance of these items 
that we are supplying in the way of a capital investment. 

Senator Smiru of New Jersey. I recall that when we set up the 
Marshall plan, which has been so successful, we had a 4-year terminal 
date. We were going to wind up the Marshall plan in 4 years, which 
we are probably going to do now, and merge the economic business 
and the military so we will have a joint military and economic 
program. 

Secretary MarsHatu. This puts them both together now. It puts 
them together because the economic factor is so closely related to the 
military requirement. 

Senator Smiru of New Jersey. I think that is very wise. I have 
been very much in favor of that since I have studied it. 

Secretary Marsnauu. It has been very essential in building up this 
program that we got this economic factor merged with it. 

Senator Sarr of New Jersey. Can we say this: I have asked this 
question constantly. As we contempl: ated 4 years for the Marshall 
plan, at the moment at least we are contemplating a 3-year period for 
this major aspect of the military program. 

Secretary Marswary. Yes, sir. 
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UNITED STATES TROOP CONTRIBUTION TO EUROPE 


Senator Smirn of New Jersey. You figure that at the present 
time the six divisions we have sent to Euorpe are our immediate troop 
contribution? We do not contribute any further immediate ground 
troop contribution ? 

Secretary Marsuauti. We don’t contribute any further immediate 
ground troops. 

Senator Smiru of New Jersey. And we are going to leave them in 
Germany ! 

Secretary Marsuatn. That is correct. 

Senator Smiru of New Jersey. You are not contemplating putting 
them in these other countries more or less as “sweeteners” for their 
armies ¢ 

Secretary Marsuauy. I could not answer that without talking to 
General Eisenhower, because he is disposing of people where he thinks 
it will be most effective in the handling of military forces, Whether 
it is all one army or broken down into units, it is his judgment that 
has to determine the matter. 


EQUIPPING DIVISIONS AS EUROPE SETS THEM UP 


Senator Smirn of New Jersey. With this 8 billion this year and 
8 billion next, we are trying to meet the equipment needs of these 
divisions, the manpower that the Europeans are setting up under the 
NATO agreements / 

Secretary MarsHauu. Exactly that. 

Senator Smirn of New Jersey. And our calendar should corre 
spond, then, to their performance in setting it up / 

Secretary Marsuauu. That is a very important phase of the matter. 

Senator Smiru of New Jersey. It seemed to me that is very impor- 
tant, and our production ought to be keeping pace with their man- 
power bulid-up. 

Secretary Marsmants.. Yes; absolutely. And incidentally, in con- 
nection therewith, as I said in my statement, we went very thoroughly 
into the total production requirements with Mr. Wilson’s organiza- 
tion and the Munitions Board, and found that the program was en- 
tirely feasible. 


RELATIONSHIP OF MANPOWER BUILD-UP TO DEFENSE PRODUCTION 
REQUIREMENTS 


Senator Smirn of New Jersey. That is what I was going to ask 
you next, whether Mr. Wilson’s program is closely geared with this 
build-up of manpower. 

Secretary Marsuauu. We took all these totals, and they considered 
them all. 

Senator Samira of New Jersey. Your estimates are based on the 
year’s output of our production to put the manpower year by year in 
this European Army set-up? 

Secretary Marswaui., Exactly. When we went to Mr. Wilson’s or- 
ganization we went on the totals of our own $60 billion program and 
this foreign-aid program, and gave him the total numbers of these 
various items. ‘They considered whether that was a realizable pro- 
gram or not. 
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Senator Smrru of New Jersey. I suppose when Mr. Wilson comes 
before us, and the other people, we can get a little closer idea of how 
that will work out, and the relationship between the two. 

Secretary Marsuauu. Yes, sir. 


SPREADING THE APPROPRIATION OVER 2 YEARS 


Senator Smrrn of New Jersey. The question was raised—that by 
suggesting 2 years for the expenditure of the $8.5 billion, that it was 
meant the first year would be half and the next year would be half. 
That wasn’t the idea. The suggestion was that as our production 
goes up, and as the divisions are set up, we will know as we move 
along whether or not we are up to our schedule or not. The authori- 
zations can be made originally, and the appropriation be made as the 
progress is being made, ‘and the appropriation can be a sort of a check 
on the accomplishment by the European countries. I didn’t think 
there was any purpose in making the suggestion that there be any 
cut-down in the over-all authorization, but there would be a timing 
possibly in appropriating the funds. In other words, probably 
within fiscal 1952 we can’t turn over all of the 81% billion for this pro- 
gram. It may run into fiscal 1953. 

Secretary Marsuauy. We can obligate this amount in fiscal 1952. 
Some of the deliveries may be delayed | until fiseal 1954. 

Senator Smiru of New Jersey. Therefore, if we authorize the total 
and then contemplate appropriations from time to time as the need 
is developed, and General Eisenhower demonstrates the needs, that 
will be possibly an intelligent way to handle the financing of it. That 
is the only suggestion I ever heard along that line, and it ‘seemed to me 
to make some sense. Rather than make the full appropriation of 
eight billion and a half this year make the authorization, and then 
make the appropriations from time to time as the need develops. 

Secretary Marswaru. I understood it has rather been against the 
recent policies of Congress to permit contract authorizations. Of 
course if you choose to do that, that will enable us to go ahead with our 
program. 

Senator Smiru of New Jersey. The Appropriations Committee can 
make appropriations of funds and they can authorize contracts, both. 

Secretary MarsHaty. You have to have, I think, the authority to 
negotiate on a dependable basis. 


ADMINISTRATION OF MILITARY ASSISTANCE 


Senator Smrru of New Jersey. Now, General, has the Defense De- 
partment been satisfied with the way in which military assistance has 
been described and administered in the past—the Greek-Turkish pro- 
gram and this MDAP program ? 

Secretary MarsHatu. I have gone into that and I have found no 
serious objections. We always get a reaction from the field to almost 
anything we do that we are too slow here in Washington, but that is 
the inevitable congenital reaction from people in the ‘field. So far as 
the Defense Department is concerned, and we attend to all of the 
operative procedure in connection with this material for foreign aid, 
we have no objection to what has occurred. 
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A POOL OF ARMS 





Senator Smitu of New Jersey. Now this suggestion has been made 
to me on this whole question of handling aid and arms for Europe 
and our own military requirements: W hy wouldn’t it be a wise pro- 
cedure to have one pool of American arms for domestic and foreign 
use—all the same kind of equipment, the same kind of tanks, the same 
kind of guns, the same kind of whatever it might be? Why not have 
one pool provided for by an over-all appropriation and then as these 
European divisions are developed, take out of this pool the equipment 
needed for them rather than try to differentiate between the foreign 
appropriation and the home appropriation for military purposes? 

I am not advocating this. I am raising the question with you as 
something which has been suggested to me. 

Secretary Marsnautt. My understanding was that the Congress 
required us to present this as a separate proposition. As a matter 
of fact, with us, in building it all up, it is done on the basis, you might 
say, of a pool, just as I said in finding out whether it is a realizable 
program from the production standpoint. We don’t go over to Mr. 
Wilson and say we have so many of this and that for foreign aid and 
so many of this and that for our program. We go into the totals of 

tanks, the totals of guns, to see if they can meet that. If they can 
meet that, then we split it up in terms that you get in this foreign aid 
bill, but that was our understanding, that Congress would desire this 
to be presented in a way that they, as citizens, could see how much 
was going abroad. 

Senator Smiru of New Jersey. Oh, yes; we wanted to see what the 
estimates there were. 

Secretary Marsuauyi. Behind the scenes, it is done practically as a 
pool. About the time I came into the Defense Department it was 
necessary to take some of the matériel that was going to Europe and 
send it to Korea. We had no choice. We had to make good over 
there. So it was really coming out of the pool. 

Senator Smirn of New Jersey. You mentioned in round figures 
60 billions for our over-all military program here, plus this $8,500,- 
000,000. 

Secretary Marsuanu. Yes, sir. 

Senator Smrru of New Jersey. And it just occurred to me that if 
we had $68.5 billion in one pool, and you made the allocation to the 
Kuropean divisions as they went along, it might be an effective way to 
do it. 


ARMS STANDARDIZATION PROGRESS 





Now there is another problem we ran into in some of these foreign 
countries, and that is the question of arms standardization. Where 
are we when we are dealing with other countries who, to a great extent. 
have their own equipment / Where do we get in the area of arms 
standardization ¢ 

Secretary Marswauu. One of the very first proposals that went to 
the NATO organization when Montgomery was the chairman of the 
guiding committee was the principle of standardization, but the trou- 
ble was, and is, of course, that you can’t throw aside existing weapons. 
You have to use what you have. And the effective procedure in 
such a matter is that, as you provide new weapons, you try to do it 
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entirely on a standardized basis. All of them practically want to 
have our standard weapons, but it is a slow process to manage. 

The British, for example, have a 25-pounder, which they are at- 
tached to. They have a .303 rifle; ours is a .30 caliber. Theirs is a 
.303. Well, of course, it would be very much better if they were 
alike. But the trouble is, they have been completely equipped with 
that, and we are completely equipped with the other one, and neither 
one can afford to ditch'what it has, so what you have to do is, when 
you get into new units of any size, where there is not too much com- 
plication in the munitions supply, you adopt the standard, and grad- 
ually travel toward that. If a weapon is obsolete then you have a 
good basis for coming in with a standard weapon. However, it is a 
very difficult thing to realize. We have been much interested in this 
development in Latin America. We came before Congress while I 
was Secretary of State and while, I think, I was Chief of Staff, pro- 
posing certain laws with regard to that. We never got anywhere with 
it, but it was the same desire to standardize, because that simplifies 
production and simplifies supply, and particularly in times of emer- 
gency. 

Senator Smitu of New Jersey. I am very much interested in that, 
because we ran in some of the smaller countries, into the question of 
standardization, which I hadn’t thought about before. It seemed to 
me to present a problem. 

But our over-all joint committees of NATO are thinking in terms 
of moving toward standardization as we build up the common defense 
program ? 

Secretary MarsHa.u. In the NATO organization in London, which 
is under our standing committee on which General Bradley is our 
representative, there is a military standardization agency for this 
specific purpose, trying gradually to achieve standardization. 


NO LET-UP AFTER CEASE-FIRE IN KOREA 


Senator Smiru of New Jersey. Going back to the point you raised 
about Mr. Malik’s statement on the cease-fire in Korea and the effect 
it had psychologically on the American people, were you disturbed 
by people seeming to think, “If we can get a cease-fire this thing is 
about over and we can ease up in our pressure”? I agree with you 
100 percent that we are in even more danger, and it seems to me we 
can emphasize a little bit the various attacks on the United States by 
Molotov and in other parts of the world. There was an outbreak in 
Poland, I understand. The indications are that we cannot ease up 
and not expect some outbreak somewhere else. 

Secretary MarsHauu. The tragic, humiliating factor to me was that. 
one man, representative of such a government, and we all have com- 
mon knowledge as to his ethics, standards, dependability, and good 
faith, that one man’s statement should have such a serious effect on 
our whole defense program. 

Senator Smiru of New Jersey. I agree with you. Of course, we 
are dealing with something we never dealt with before probably in 
the world’s history, a different kind of attack. 

General Marswatt. I like gentle people, but I would like the Ameri- 
‘an public to get a little more hard-boiled. 
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Senator Smirnu of New Jersey. I think that is very sound. I 
agree with you. We can’t be lulled to sleep by any of these sug- 
gestions. 

That is all I have, Mr. Chairman. 

The Carman. Senator Hickenlooper? 


UNITED STATES MANPOWER CONTRIBUTION TO COLLECTIVE DEFENSE 


Senator Hicken.Loorer. Mr. Secretary, before the record closes to- 
day I would like to refer to the question of manpower. It was dis- 
cussed a while ago. I am afraid that proper emphasis wasn’t put on 
the question of manpower when you said that we were furnishing X 
number of men for Europe. I think it should be taken in the same 
thought that we are furnishing 314 million of manpower in our own 
set-up, and that that is a contribution to the common defense. 

Secretary MarsHa.u. I agree with you completely. 

Senator HickenLoorer. So we are not derelict in furnishing man- 
power to the common effort. 

Secretary Marsuauy. I am very sorry if I gave that impression. 

Senator Hickenvoorer. I don’t assume that you were trying to 
create that impression. As the record might stand, I don’t want the 
impression to get out that we are furnishing only a small amount. 
I think we have to include the total and I believe it would be more 
than all the other countries put together. 

Secretary Marsnauu. I think we have authorized, and the Ameri- 
can public has supported the authorization of, a magnificent pro- 
gram, and that is what I was humiliated about, to see the adverse 
reaction to that program created by a single man. I am glad you 
have it in the record, because that would be most important. , 

Senator Hickennoorer. In addition to the property-we are fur- 
nishing it is really very substantial. 

It is a fact, isn’t it, General, that Western Europe exceeds us in 
population—the countries that we have allied with us? 

Secretary Marsuatu. Yes, sir; but not a great deal more. 

Senator Hicken Looper. And that their productive potential, 
through machines and other things, is very, very great indeed ? 

Secretary MarsHaLi, Yes, sir; notably the Ruhr district. 


EUROPEAN ATTITUDE TOWARD SELF-DEFENSE 


Senator Hicken.Loorer. Unfortunately I think there has been a 
feeling in Europe, I feel oan it is somewhat dispelled, but there 
seems to have been a feeling in Europe in the past—that they are 
doing us a favor in contributing to the general defense of Western 
Europe in the past; that this is really a war between the United 
States and Russia, and if they do anything, it is really a favor to 
the United States, rather than a matter of vital protection of their 
own bailiwick. 

Secretary Marswaty. I think that was exactly the case for quite 
a period. I believe now, as you have sugegsted, it is on the way 
out. ; 

Senator Hicken.oorer. I want your view on whether or not that 
is being dissipated, that feeling has changed. 

Secretary Marsnaty, I think it is being dissipated now very 
rapidly. 
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Senator Hickrnvoorrr. I think it is essential that it be dissipated, 
that they take the other view of things, that their hides are exposed 
just as much as ours, and it is just as important for them to protect 
themselves. 

Secretary Marsmaui. T think what happened when we began in 
this matter was that they were at the bottom in the way of im- 
poverishment and things of that kind. They had literally nothing. 
Their economy was at the lowest ebb, and they were still in an acute 
stage of suffering, and anything that suggested preparations for 
another war was just revolting to them, whatever the logic of the 
situation was. 

We saw the necessities, and we were pressing for their solution. 
And the only way we could see it was collective security, and it was 
a very simple thing for them to react in the way of thinking that 
we were pressing them to be involved in a struggle between ourselves 
and the Soviet Union. As a matter of fact, we were coming to the 
support of Europe. 

Senator HickenLoorer. I want to agree with those conclusions, 
based on whatever little observations I have had. I was in Europe 
in 1947 and hadn’t been back until this recent trip that the committee 
took, but I do think that there is a very definite and noticeable uplift 
in their self-confidence, let’s say, and in their realization that per- 
haps they can defend themselves. 


EMPHASIZING EUROPE’S SELF-INTEREST 


But one of the things I would like to have you mmr nt on isa 
feeling that I have, and it is difficult to state it because I don’t want 
to be misunderstood. But we have emphasized so vigorously in this 
country that.all we are doing in Europe is for our own personal best 
interest, and that is true. We are doing it in our own interest or we 
wouldn't be doing it, but I think that “that has fed the idea of the 
Europeans that they are doing us a favor. We have emphasized the 
fact that what we are doing 1s solely for the security of the United 
States, and we hear too much talk about that. I hope we can begin to 
emphasize more the common danger. 

And while certainly the justification for what we are doing is our 
own self-interest, yet the self-interest of Europe must be as apparent 
to the Europeans as our own self-interest is to us. I think we have— 
either we or they have been a little derelict in emphasizing the self- 
interest of the E uropeans and their vital survival over there in this 
effort. I think it is getting better. I earnestly hope that it is finding 
deeper roots in Europe now than at least several years ago it did. 

I have had the feeling that that might contribute to the idea that 
they had that they were doing us a favor, because we want them to 
he ‘Ip us, rather than do it on a “mutual effort. 

Senator Smith just suggested a situation a short time ago, about 
the feeling that was prevalent i in Europe; exactly when, I don’t know. 
It certainly was in 1947, and reports later indicated that it was still 
prevalent, that they had too much of a feeling that defense was futile. 
They had learned how to live under an invasion, and perhaps if in- 
vasion were inevitable, why, they could somehow live with it and not 
antagonize the aggressor. That was slowing down their determina- 
tion to defend. 
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Do you have a feeling from your reports that that feeling has been 


dispelled considerably / . 


Secretary Marsuaty. I think that has been dispelled to a very large 
That certainly was the case in 1947 on the part of a great 
Also it was stimulated by the Communist propaganda, which 
was rife in France, in italy, and also in Belgium and in some other 


places. 


COMMUNIST PROPAGANDA DISPELLED 





Senator Hickenvoorer. One other thing along that line that has 
had some currency in the past, and that was the Communist propa- 
ganda which took hold somewhat, I think, that the United States 
effort in Europe was motivated by the desire of tiie United States to 
become economically dominant all over Europe, that we were using 
it for an ulterior purpose, and it was not necessarily a defense effort 
but an effort on our part to dominate the European economy to our 
own personal profit. 

Do you feel that that has been disproved to the Europeans quite 
satisfactorily ? 

Secretary Marswauu. I would say your reactions from your recent 
visit would be better than my guess from here, but from what I am 
told by our representatives over there, that state of mind has been 
considerably reduced. 

Senator HickenLoorer. I have my own opinion on it, which is that 
it has been reduced. 

Secretary Marsuauyi. That is mine. 

Senator Hicken oorer. I value your opinion on the matter, too. 
I value that for the record here. 

Secretary Marsuauti. My difficulty in those matters is to differ- 
entiate between what is the direct result of the continued communistic 
propaganda and what is the ordinary reaction of the individual, and 
of course the propaganda evil is very great, a very wicked thing, but 
I am quite convinced from everything I hear, and from my last trip 
there in 1948, which was not so long after this slough of despond in 
1947, that they had made tremendous strides in regaining pride and 
in self-confidence, and of course I think notably the French. They 
can rise to much greater heights with leadership and with a reasonably 
sound economic basis. 

Senator HickEN.Loorer. I think all those things have to be evalu- 
ated, in the question of what we may be willing to do and what we 
may not be willing to do, depending on how those things change. 


POSSIBLE CONTRIBUTIONS OF GREECE, 





TURKEY, AND SPAIN 
Now I would like to ask you this from a strictly military stand- 
point, leaving out the obvious political implications that are involved 
so far as national feelings are concerned and all that sort of stuff. But 
from a purely military standpoint, in connection with the collective 
defense of Europe and the containment of aggression, isn’t it highly 
desirable, that Spain and Greece and Turkey ‘be involved in this com- 
mon defense in such a way that if aggression strikes at midnight, they 
will be in it at 12:01 in the morning? Otherwise we would have to 
negotiate with them after the fact as to whether or not they get in and 
what the circumstances are of their entering. 
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Secretary Marsuatu. I am very much of that opinion. 
Senator Hickenwoorer. I thank you. 


DIFFICULTIES ON DEFENSE CONTRACTS 


I want to try and hurry on with just one or two more questions. 
This may be a little out of your bailiwick, Mr. Secretary, but I have 
had, and I am sure other Members of the Senate have had, repeated 
complaints about the placing of contracts for vitally needed materials. 
The complaints I get from people who are attempting to know how 
they should convert and why they should convert and if they should 
convert are that they make endless trips to Washington; that they 
are shunted around from office to office, and quite a number of them 
have said that they never get any place until they hire certain people 
here m Washington to expedite their applications, and so forth. 

I wonder if that has been given attention. That may be outside of 
your department. 

Secretary MarswAuu. It is not entirely so. Contracts in relation 
to war matériel and munitions are centered in the Munitions Board. 
‘They are farmed out by the various services making the contracts, but 
there is general supervision there, and it should be possible for a man 


coming to town to go to that headquarters to get the facts concerning 
the matter. 

1 will say this, Senator, from my own contacts with individuals who 
have had this grief, and there has been a great deal of occasion for it, 
that in many cases it wasn’t the grief so much as the fact that they 
didn’t get the contract for some reason or other. In other words, the 


man was sore and he disapproved of everything. 

But there is no question about it; Washington is a very difficult 
place to find your way around in. 

Senator Hicken.oorer. The instances I am referring to are quite 
a number where plants in each of these particular cases did extensive 
war work of a certain type, an essential type, during the last war. 
They are well equipped with know-how and facilities to do certain 
things that are admittedly needed. These particular people have not 
complained of the fact that somebody else got the contract that they 
were after, but of the fact that weeks and months have gone by without 
them either knowing whether they will be expected to do certain things 
or not, They are given lip service that they probably will be, but they 
can get no answers and no final determination on the matter. 

I merely mention it because I think the more we can keep at that, 
the better off we are. 

Secretary Marsuati. I have had a few letters addressed to me 
personally along that line. In each case I have had it investigated as 
to just what happened, what are the various dates in the matter as 
they went along. In most cases I think the procedure has been jus- 
tified, but in some cases it was not. 


ULTIMATE WITHDRAWAL OF UNITED STATES TROOPS AS THE GOAL 


Senator Hicken.oorer. General, is it our idea or our program to 
assist in the building up of a Western European powers defensive force 
to the point where we can eventually turn over the full practical respon- 
sibility for the defense of Western Europe so far as the land operation 
is concerned to those countries? 
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Secretary Marswaui. You are really referring there to the possi- 
bility of the withdrawal of American troops. 

Senator Hicken.Loorer. A substantial withdrawal of American 
troops so far as ground forces are concerned. 

Secretary Marsuau. I think it is too early to state that, Senator. 
We are in agreement to make a certain provision of troops, and over 
a period of time, in a generalization as to time but not a specific date 
like 1952, 1953, or 1954, and it would be pretty difficult to give you a 
definite answer to that until we are about at the end of 1955; not that 
we start the withdrawal in 1953, but how the whole procedure had 
been worked out, to what degree they had built themselves up in confi- 
dence and ability, and to what degree they had developed their forces. 
I would not care to give you an estimated date on that. I think we 
will have to wait and see. 

Senator Hickentoorrer. I wasn’t asking for a timetable. 

Secretary MarsHauu. I mean just an approximation. 

Senator HickenLoorer. I was just wondering if that wasn’t a de- 
sirable goal. 

Secretary Marsa. It would be highly desirable if we can bring 
it about. 

Senator Hicken.oorer. That is one reason we are so concerned 
about their build-up of productive facilities to maintain themselves in 
the state that we arm them with capital goods. We have an uncertain 
situation now. We don’t know at Russia is going to do, or what 
any aggressors in the East may do. We are engaged in a program of 
increasing the military strength of Western Europe in certain pro- 
portions. I don’t know what it is, and I don’t say that critically, but 
at least up to certain proportions so that they probably can defend 
themselves, but who can say what the future holds? 


DURATION OF PREPAREDNESS EFFORT 


This may be and probably is a question that it is impossible to 
answer at the moment. But are we facing an interminable military 
situation in Europe so that we just look forward for years and years 
and years to maintaining that very strong military situation there? 
Suppose the Russians just keep sitting and don’t do anything, and 
keep maneuvering every once in a while to give Western Europe the 
jitters. Are we just taking on a burden that is eventually going to 
destroy us? 

Secretary Marsuaty. An interminable burden? I would say to 
that, Senator, that I think we are inevitably confronted with a con- 
siderable period of tension, high tension; that whatever agreements 
we might develop, starting, we will say, with the question of Korea, 
we never could let up until good faith has been established. How 
long it takes to do that, in what ways they demonstrate good faith, is 
something else. And of course a good bit depends on what we know 
about them, their affairs, their military build-up, and their military 
potential. 

I would feel that if we went into this thing, like some wanted us to 
do in the way of full mobilization, we would be confronted with an 
economic impossibility. And that is the reason that I have been so 
intent on this question as to manpower, this matter of universal mili- 
tary training, because that is the only economical way that I could 
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see that we could face the future—a means of reducing the troops that 
we had on active duty in being, and depending on reserves that are at 
home attending to their own affairs. 

That, to my “mind, is the vital, critical importance of this aid, this 
period of our history in the world; that if we don’t have a very care- 
fully studied procedure to enable us to do these things in an effective 
way, in an economical way, which means you can’t have large forces in 
being—they are too expensive; we can’t stand it—that we are faced 
with a situation which will just completely collapse on our hands and 
leave us in a very critical dilemma. 

In other words, they will outwait us, outsit us in this thing, as they 
do so often in conferences. That is, it is their aim to do that. T 
believe they will have trouble—this may be wishful thinking but I 
think they will have increasing troubles—as this goes along, and we 
get ourselves in a very firm, strong collective position whic sh will do 
more to break down this menace than anything else. 

It will probably begin in the interior, unless we are in an open war. 
That is merely my thinking on the subject and, as I say, it may be 
wishful thinking, but I know this, that to face this future we have 
to have a sound system, which means being sound economically as 
well as sound militarily. That means reserves of a high military 
availability and potential, and that is the purpose of this universal 
military training bill that the Congress recently legislated, and which 
has to have some implementing legislation. 

That, to my mind, is of imperative importance in our future, and 
that will enable us to redute our standing army, these twenty-and-odd 
divisions we have, and to get ourselves in a position where it would 
be far less expensive than at the present time. 

Of course that reduction of expenses doesn’t reduce the tension in 
a sense, but it makes it more possible to endure it, because if you have 
a taxpayer in despair on the one hand and the tension staring you in 
the face on the other, you have an almost impossible situation. 

Senator Hickentoorer. That is true, and I presume that at the 
moment no timetable can be set out, but I suggest that our efforts in 
the end have to be supported by the American | people g generally. And 
I think it is one of the characteristics of the American people that if 
there is a dirty job to be done and they know it has to be done, they 
will roll up their sleeves and get the job done; but if it is a dirty job 
and there is no end to it, they don’t see how it can be done, and there is 
a discouragement or a revulsion that eventually enters in there that 
might do a lot of damage. , 

Secretary Marsnaty. That is quite a problem. That is the reason 
they always raise the dust over what they call a stalemate. You have 
got to have action and have it quickly. They react much more simply 
if it is all-out war. They go into it with all they have, but we don’t 
want an all-out war. 

Senator Hickentoorer. I don’t think the American people want 
an all-out war. 

Secretary MarsHaut. I am saying what they do when they get into 
it. They will go all out. We don’t want to get into that. ‘We want 
to find a way of faci ing the tension until we find a w ay of breaking this 
problem. 

Senator HickrenLoorer. That may present great difficuties. 

Secretary MarsHay. I think it does. 
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The CHatrman. Senator Sparkman ? 

Senator SparkMAN. General Marshall, the hour is getting late and 
I will be very brief. I was not here for the earlier part of your testi- 
mony, so if I ask something you have already covered, I don’t care 
for you to duplicate it. Just say so. 


PROGRESS IN ADMITTING GREECE AND TURKEY INTO NATO 


It seems that there is rather general approval of the admission of 
Greece and Turkey into the North Atlantic Organization. What is 
holding that up, or what may we reasonably expect with reference 
to that ¢ 

Secretary Marsuary, I couldn’t give you the time phases in this, 
because this announcement has just come out in London by the Foreign 
Secretary, and I don’t know what the situation is. It has to be put 
to a vote, of course, of the North Atlantic Council, which would be 
in the meeting which will occur in the fall. 

Senator Sparkman. In the event they should be taken into the 
North Atlantic Organization, would that in any way change their 
program ? 

Secretary MARSHALL. No, sir. 


CONTRACTUAL AND TREATY REUCATIONSHIPS 


Senator Sparkman. We ran into this particularly in Greece, where 
the question came up as to what steps were being taken to protect the 
United States in its rights to certain bases in the event there should 
be changes in the government and in the event later it should be 
determined that we wanted to use some of those bases for our own 
purposes rather than purely as a Greek defensive proposition. 

I think some of us were remembering some of the embarrassment 
that we had after the end of World War II down in the Bahamas, 
perhaps. 

Secretary Marsuatu. Well, of course, the contractual or treaty 
relationships that are built up and developed in connection with 
these bases have been very complicated affairs, and required quite a 
long time to get them firmly est: ablished. If a government goes foul 
on us, of course that is a fact to be faced. So long as it is a reputable 
government, we have rules governing the use of the base, and it 
introduces some very difficult factors, because each nation has a de- 
cided sensibility regarding any acts that may be a little warlike before 
you are actually in a war that occur from their soil, and it is all a 
very comple ated procedure, and, while we have made slow progress, 
I think we are getting on a fairly workable basis. 

But it is alw: ays going to be ‘troublesome, and it is always going to 
depend on the stability “of the government, and by “stability” I also 
mean its integrity in relation to.its contraets. 


SPAIN, NORTH AFRICA, AND NEAR EAST 


Senator Sparkman. Is anything carried in this proposed legislation 
that would take care of our aid to Spain in the event successful agree- 
ments are reached ? 

Secretary Marsuaty. Not in this particular legislation specifically. 

Senator SparkMAN. Does this carry money for the construction of 
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air bases in North Africa, for instance, and the Near East, and other 
areas ¢ Bi 3a 
Secretary MarsHa.. I think those are in the 60 billion. 








ALLOCATION FOR YUGOSLAVIA 


Senator SparKMAN. Yugoslavia is carried in here. Is the amount 
broken down separately ? 

Secretary MarsHau. Not specifically. 

Senator SparKMAN. In other words, it is just lumped in? 

Secretary MarsHatu. There is no allocation to Yugoslavia in the 
bill. 

Senator SparkMAn. No allocation ? 

Secretary Marsuauu. No definite allocation. 

Senator SparKMAN. But it is included in the over-all ? 

Secretary MarsHa.u. Yes, sir. 

Senator SparkMAN. What kind of agreement do we work out with 
Yugoslavia when we give aid ? 

Secretary MarsHaxu. I would not care to describe that. 

Senator SparKMAN. That is still ahead ? 

Secretary Marsua.u. No; it is not ahead, but it is something I would 
not care to testify to. 

Senator SparKMAN. I don’t ask for it, but I was wondering about 
the same degree of protecting our rights as arises in these other 
countries. 

Secretary MarsHauu. We do our best to do that. 


IMPORTANCE OF STANDARDIZATION 


Senator SPARKMAN. On this question of standardization, and I don’t 
care to belabor this point, we ran into a rather strong argument in 
favor of that, particularly in Turkey. As I recall, the Chief of Staff 
or the Minister of Defense made that his principal point during his 
whole presentation. Yet we were told that England was introducing, 
as I recall, a brand-new gun that disregarded the principle of a 
ardization. Is that the gun that you referred to, the .303? 

Secretary Marswauy. No. The .303 is the one they now have. This. 
was another gun that has not been put into production and has not 
yet been formally adopted that they were considering, and we are 
1aving meetings with regard to it. 

Senator SpaRKMAN. I believe that is all, Mr. Chairman. 

The Cuarrman. Thank you very much, Mr. Secretary. 

On Monday morning we will hear Mr. Foster, of the ECA, here. 
Thereafter we will have executive sessions. 

Senator Smiru of New Jersey. At what time? 

The Cuarrman. Ten-thirty on Monday. 

(Whereupon, at 12:45 p. m., the hearing was adjourned, to recon- 
vene on Monday, July 30, 1951, at 10: 30 a. m.) 
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MONDAY, JULY 30, 1951 


Unrrep States Senate, 
CoMMITTEE ON Foreign RELATIONS, 
Washington, D. C. 

The committee met, pursuant to adjournment, on Friday, July 27, 
1951, in room 818, Senate Office Building, at 10:30 a. m., Senator 
Tom Connally (chairman of the committee) presiding. 

Present: Senators Connally, Green, McMahon, Sparkman, Gillette, 
Wiley, Smith of New Jersey, Hickenlooper, and Brewster. 

The CuarrMan. The committee will be in order. 

This hearing, as you know, is on the bill now before the committee 
known as the Mutual’ Security Program. It relates to the arming 
of Western Europe, and takes care of its economic conditions as well. 

We have with us today Mr. William C. Foster, Economic Coopera- 
tion Administrator. 

We will be glad to hear you, Mr. Foster. 


STATEMENT OF HON. WILLIAM C. FOSTER, ADMINISTRATOR, 
ACCOMPANIED BY RICHARD M. BISSELL, JR., DEPUTY ADMINIS- 
TRATOR, ECONOMIC COOPERATION ADMINISTRATION 


Mr. Fosrrer. Thank you, Mr. Chairman. 

Mr. Chairman and committee members, the opportunity you have 
given me to appear in support of American economic aid programs 
for the free world is deeply appreciated. I must begin by saying that, 
in my view, our problem is nothing less than how free men can sur- 
vive, and thrive, in a free society. We must defeat the Communist 
drive for world conquest; build conditions of peace which will secure 
to all men the right to live in freedom, without fear, and with eco- 
nomic hope. Do both at the same time. 

I believe we can do these things. I believe we can do them without 
damage to our country; and indeed, ultimately to the great enhance- 
ment of the United States. Moreover, I believe that the Marshall 
my has started us well along this road. For that reason, I should 
ike to review quickly the accomplishments to date, and then try to 
relate them to the future. 


PROGRESS TO DATE 


The Marshall plan began as an effort to reconstruct Europe’s war- 
damaged plants and farms so that Europeans could once more stand 
on their feet and pay their own way in the world. In this, the Mar- 
shall plan has exceeded expectations. It has done so at less than 
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three-quarters the cost, in time and money, originally projected. Last 
year I reported to you that industrial production was running 25 per- 
cent above prewar levels. I have just been advised, and can give the 
figure here for the first time, that industrial production in the Mar- 
shall plan countries is now running 44 percent above 1938, or prewar, 
levels. 

Agricultural production is also improving. It is now about 9 
percent above prewar and that figure really doesn’t reflect many of 
the solid improvements that have been made. The dollar gap, a 
traditional symbol of the basic imbalance in the Western world, has 
been narrowed from $8,500,000,000 in 1947 to $1,000,000,000 in 1950. 
Unification, a central answer to Europe’s age-old economic problems, 
has been given impetus, directly and indirectly, by the Marshall plan. 
The European Payments Union and the Schuman plan are evidences 
of trend in thought and in economies. Actually, intra-European trade 
has incerased some 60 percent in the last 2 years alone. 

That’s a bright picture. It stands as a tribute to the resolution of 
the European ‘people, and to the vision of the Congress and people 
of the United States. But now I must lay aside my bright colors and 
give you a picture in more somber hues. I said a moment ago that 
the Marshall plan began as a reconstruction effort. 


THE CONTINUING SOVIET THREAT 


You recall how Molotov walked out of the meetings preliminary 

formulation of the Marshall plan. You recall the Warsaw con- 
ference, called to organize the Comiform. It was there that Colonel 
General Zhdanov said: 

The U. 8. S. R. will put all effort into seeing that the Marshall plan is not 
realized. 

So, from the start we have had to build with one hand, while 
fending off these sworn enemies of reconstruction and human progress 
with the other hand. They chose—as the word “Comiform,” a con- 
traction of Communist Information, implies—the implement of prop- 
aganda to defeat our ends. They have turned Europe into a battle- 
ground for a new type of internal aggression. And now, by their 
cruel actions in Korea they have raised once more the terrible specter 
of the old type of military aggression. It’s a type all too familiar, all 
too dreaded in war-wearied Western E urope. 


DEFENSE EFFORT SO FAR 


The need for 13 months, since June 25, 1950, has been as abundantly 
clear to the Europeans as it has been to us. The need is for accelerated 
rearmament. Many of you have just returned from Europe. There- 
fore, you have your own opinions about the defense efforts being 
extended there. N aturally, I have given much thought, as well as 
personal observation, to the question whether the Europe: in countries 
are doing their full share. It is my studied opinion that they are not 
yet, consider ing the urgency, doing enough. But it is also my view 
that they are earnestly striving, and that the trend is encouraging. 

And perhaps we tend to be too critical. Let us look at the facts, 

Already their defense budgets are 60 percent higher than they were 
in 1938, on the eve of World War II. Except in Italy, the number 
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of men on active duty is 30 percent higher than was true in 1938. All 
the European countries that are members of the North Atlantic Tre: ity 
Organization, except Iceland, have universal military training. Many 
have troops overseas. French casualties in Indoc ‘hina where a gallant 
stand has been made against the aggressive moves of international 
communism have been very heavy. 

To take these defense ‘steps, the Europeans are stiffening their 
tax rates and collections, are reducing nonmilitary expe nditures and 
investment, and are limiting scarce materials to essential uses. I re- 
peat, this is an encouraging trend. You could not go about Europe 
today without seeing, sensing the improvement of the past 3 years. 
And this i improvement is basic to their present defense effort. But at 
the same time it is obvious to all who look about them in Europe that 
this is not enough. Readiness in 1938 terms in not readiness in the 
world of the 1950’s. There is a long way to go before Europeans are 
lifted above the appeal of communism as a protest against things as 
they are, and above the threat of communism as an external force. 


WAYS OF INCREASING El ROPE’S EFFECTIVE STRENGTH 


The question, then, is what can we do to build up the resources and 
skills and powers of the 275,000,000 Europeans who represent the crux 
of power in the world today. They are together with us. How can 
they be made so effective that together we represent such an over 
whelming array of strength that not even madmen would attack us? 

We must give them guns, of course. ‘Phe measure before you pro- 
vides about $5.3 billion for that purpose. In addition we must, I be- 
lieve, give the Europeans economic aid which together with their own 
resources can be mobilized for the following essential purposes: 

First, to enlarge defense production in Europe so that our partners 
in NATO can, to an increasing extent, become militarily sel f-support- 
ing. This is urgent, it is also good business. If France can produce a 
bazooka—and she does—that costs $75 or $80 in the United States, 
with only $15 worth of American materials, we get 500 percent on our 
investment. Moreover, unless we make it possible for them to build 
up armament industries abroad they will never be able to replace 
and maintain the equipment which we give them in the initial build-up. 

Second, if materials are urgently required to help them speed con- 
struction and modernization of airfields, ports, and communications 
networks, it is to our interest to enable them to divert their own re- 
sources to this purpose. 

Third, we must continue to help them expand and modernize certain 
basic defense-supporting production. 

Fourth, in a few countries a marginal amount of food and materials 
will continue to be needed to maintain minimum living standards and 
to counter spiraling prices to the farmers and workers. 

There is a fifth thing that is needed, more important in the long 
run even though far less costly, than the above four. It embodies the 
item of hope. Essentially the need is for a whole new concept of their 
economic potentialities. What they call capitalism, and what the 
Communists attack as capitalism, is Suniething that looks to American 
businessmen as though it might have been dredged from the Dark 
Ages. 
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NEED FOR INCREASED PRODUCTION IN EUROPE 


It may sound overly simple to say they need more production. Yet, 
in a way, that is the core of the matter. Last February, in Paris, I 
outlined to the Organization for European Economic Cooperation 
a plan for increasing Europe’s gross national product by $100 billions. 
I say this is the core of the matter because Europe could not have 
such tremendous increase in production without a market to absorb it. 
Such a market would compel a considerable expansion of present 
trends toward economic unification, or-horizontal market. It would 
also require considerable vertical expansion of the market, which is 
to say creation of mass purchasing power in depth among those now 
too poor to buy. This would result, according to our estimates, and 
after the defense build-up, in at least a 50 percent improvement in 
European living standards. And this improvement would supply 
the most effective possible answer to the Ccanaveniat promise of a 
better living for the masses. It would make possible—precisely as 
did the same concept in America—the provision of both guns and 
butter. It would supply the needed element of self-reliant strength. 

We know better than most, because we have worked in the European 
economic vineyard for 3 years, the immense problem in attitudes and 
practices involved. But in setting up the $100 billion goal we have 
not thought only in terms of human difficulties nor in terms of im- 
personal arithmetic. We have, in concert with the Europeans, fash- 
ioned a grand design. 

I must emphasize that this is not merely a design for a short-term 
defense effort. In its initial stages it will certainly speed up Europe’s 
defense, but after the acute needs are met, we hope in a matter of 3 
or 4 years, the foundation will have been laid for an immense forward 
surge in Europe’s peacetime living standards. In other words, defense 
production will open new vistas, much as it did in the United States. 





IMPROVED PRODUCTIVITY NEEDED 


The practical starting point of this new grand design is to achieve 
a rapid improvement in productivity, which is to say more output 
per man per hour. We estimate, for example, that French steel 
production can be increased 20 percent with little capital investment. 
More efficient use of men and materials is required. Britain has sent 
experts to study farms in this country deemed to be comparable to 
British farms. They found that, although there is now more machin- 
ery per acre than in this country, output per man is far less. Studies 
are going forward to identify the reasons, and to apply correctives. 
British farm production is already 46 percent above prewar. A 
French shoe manufacturer who visited us, as a member of an ECA 
technical assistance team, found way to increase his production from 
100 to 600 pairs a day, and to increase wages 20 percent in the process. 
These are a few examples. When there are thousands of examples, 
they will add up to $100 billion in increased production. And this 
effort, which is in large measure one of education and information, is 
4 positive answer to the negative lies of the Cominform. 
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PROBLEMS IN SOUTHEAST ASIA 


Now I want to turn to other important parts of our world-wide 
problem of achieving mutual security. The program before you pro- 
poses economic and technical assistance for south and southeast Asia, 
in the Middle East, and in Latin America. I will devote most of my 
remarks to the problems in those southeast Asia countries in which 
we are now operating, and which I have personally visited. 

They are vulnerable not only to armed invasion, but also in varying 
degrees to the danger of internal Communist subversion. The gov- 
ernments of Asia can be provided with arms and helped to organize 
forces to maintain order and man their frontiers. But unless steps 
are taken to aid the governments of Asia to supply the most urgent 
needs of the people, and thus to create the hope and promise of a bet- 
ter life, no amount of military aid will make them secure. 

Most of these countries have only recently emerged from colonial 
status. They are intensely national. Their governments are new 
und inexperienced. With only a handful of trained men, they have 
had, as best they could, to create and staff government organizations; 
organize and equip armed forces; repair extensive war damage; carry 
on essential public services in the fields of health, agriculture, and 
education. At the same time they have had to plan for the long-range 
economic development of their countries, recognizing increasing pop- 
ular pressure for improved conditions of life. 


AID TO SOUTHEAST AsIA 


In carrying out their task, the countries of Asia need our help. By 
furnishing military assistance, we can assist them to keep internal 
order and discourage attack. By providing technical and administra- 
tive skills and equipment, we can help them develop these services. 
We can provide technical aid and some of the pump-priming capital 
and commodities needed. We can with very little cost guide them 
to carry out needed social and economic reforms—such as correcting 
onerous conditions of land tenure, excessive interest rates, and lack of 
credit—so that the benefits of increased production will be equitably 
distributed to all classes of the population. 

To achieve these results both with the governments and with the 
people, the technique of joining with them is of great value. In the 
Joint Commisison on Rural Reconstruction in Formosa, for example, 
technicians from the United States have worked side by side with 
natives of the country in enterprises which not only taught the local 
government new techniques, but brought home to the people the inter- 
est of the United States in seeing that their needs were met and that 
this interest was not coupled with any imperialistic exploitation. Our 
programs have been and will be increasingly in the future based on 
this principle of “jointness.” 

The development of these areas is closely tied in with another prob- 
lem which now seriously threatens the achievement of our own secu- 
rity, as well as the security of our allies. It is the problem of raw 
materials. 
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AID TO UNDERDEVELOPED AREAS 


The shortage of raw materials is one of the greatest hindrances to 
production in 1 the world today. The industrial machine of our coun- 
try and of Europe is today chewing up materials at a rate of 50 per- 
cent faster than in 1937. Our problem is not one merely of acquiring 
supplies for stockpile, but to meet present needs of the expanding free 
world economy. 

A program to expand the production of materials in underdevel- 
oped areas is of direct and urgent concern to the defense effort of the 
United States and to the rest of the free world. Moreover, it pro- 
vides to the underdeveloped countries themselves both an immediate 
and a longer range advantage and promise. In 1950, over half of the 
total imports of the U nited States, nearly three-fourths of our im- 
ports of strategic materials, and about two-thirds of Western Europe’s 
total imports came from the underdevoped areas of the world. In 
turn, the United States and Western Europe supplied the underde- 
veloped areas with about 70 percent of their imports. There is a pat- 
tern of trade here which can, and should, expand to our mutual ad- 

vantage. However, we must recognize that we are no longer living 
in a situation where this or any other country can assume that it will 
always be possible to get materials if you are willing to pay enough 
cash’ Asia, Africa, and Latin America, need, in exchange for their 
raw materials, consumer and capital goods. They need agricultural 
and manufactured goods—trucks, textiles, mining and engineering 
equipment and services. We must make this return, even out of our 
own scarce materials, if we expect a free flow of raw materials—and of 
friendship and good will so necessary to lasting success. 

I have outlined to you the basic economic ‘problems of the free 
world as I see them. The American people are being asked to sup- 
port a program of aid which I believe to be essential to the preserva- 
tion of our own security. It involves a large investment on our part, 
but the price of freedom is not cheap. W ith our help, the free world 
can move toward building the armed strength needed to deter, and 
if necessary, defeat such aggression, and at the same time sow the 
seeds of a prosperous future in a world of peace. 

Thank you, Mr. Chairman. 


GEOGRAPHIC SCOPE OF ECA ACTIVITIES 


The Cuatrrman. Mr. Foster, you seem to have somewhat covered the 
earth instead of sticking to what you are supposed to do under this 
appropriation. 

How much money are you going to get for your organization out 
of this appropriation ¢ 

Mr. Foster. Two and two-tenths billion dollars, Mr. Chairman, 
and that covers the earth, I might say. 

The Cxamman. It ought not. We cannot cover the whole earth 
and get anywhere, as I see it. 

What do you mean when you say it covers the earth 

Mr. Foster. I mean by that, sir, that this is an economic assistance 
program not only to Western Europe, but an assistance program which 
also helps countries in the free world in south Asia, southeast Asia, 
the Far East, Latin America, the Near East and Middle East. 
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The Cuarrman. The primary purpose of this bill is to aid in arming 
Western Europe because that, we figure, is a defensive area vital to 
the safety of the United States. 

I noticed that you spent considerable time in your statement dealing 
with southeast Asia. Do you think the Russians are going to come 
through southeast Asia and then attack us over here / 

Mr. Fosrer. I have no opinion on the military problem, sir 

The Cuarrman. | am talking about the military problem. 

Mr. Fosrer. I know there is a great deal of pressure, economic and 
otherwise, to take over those countries in south and southeast Asia 
by either the Communist or the Communist allied satellites and I 
feel it is definitely to our security advantage that we give aid in order 
to attempt to offset that. 

I think it is in that area that we have numerically the greatest num- 
ber of peoples who are still in the free world and, as I indicated in this 
statement, out of that area come to us the raw materials that in our 
own security interest we must have in order to carry on the arming 
of Western Europe to which the greatest proportion of the economic 
assistance in this bill is devoted. 

The Cuarrman. You have operated chiefly in Europe so far under 
your ECA, have you not ¢ 

Mr. Foster. You will recall in China, starting in 1948, before the 
Nationalist Government was forced off the mainland, we had a mission 
there. We also had a mission in Korea until the beginning of this 
present calendar year, at which time most of our activities were turned 
over to the Army. 

We have since last summer had in Indochina, in Indonesia, in 
Burma, and Thailand, programs of special technical and economic 
assistance and as of the 6th of April we have had a mission in the 
Philippines. 

We have given some aid to India in the form of wheat under a loan 
agreement, with which you are familiar. 

We have, for more than « year, been active in several missions there 
and for more than 2 years in two missions, 


GEOGRAPHIC DISTRIBUTION OF FOREIGN AID 


The Cuamman. In this appropriation you will get something over 
$2 billion. Of that, how much will you spend in Europe and how 
much in Asia and all over the world 4 

Mr. Foster. Out of the $2.2 billion, $1,650,000,000 is for European 
purposes. The other areas are the south Asian and southeast Asian, 
which are $375 million; the Near East, which is $125 million, and 
Latin America, which is not under our supervision, is $22 million for 
economic. 

The Cuatrman. Under whose supervision is it ¢ 

Mr. Foster. That is now under the Technical Cooperation Adminis- 
tration in the State Department, Mr. Chairman. 

The CHairman. Yousay in your statement on page 4: 

In carrying out their task, the countries of Asia need our help. By furnishing 
military assistance, we can assist them to keep internal order and discourage 
attack. By providing technical and administrative skills and equipment, we can 
help them develop these services. We can provide technical aid and some of the 
pump-priming capital and commodities needed. 
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AID TO THE UNDERDEVELOPED COUNTRIES 


Have these countries not needed our aid always? This is not a new 
situation. Have they not been in need of these things in all the years 
gone by? 

Mr. Fosrer. Many of these countries, Mr. Chairman, are newly in- 
dependent and they are attempting to meet the problems of their 
peoples today with new governments and new methods. Most of them 
are inexperienced. Most of them lack the type of administrative 
skills which the colonial empires provided them with in the past. 

They have great resources in a material sense in many of these 
countries. They have great raw material availabilities. If they are 
properly helped to make the best use of those resources, it is our belief 
they will be able to stand on their own feet and we think it is in our 
interest to help them do that. 

The Cxarman. It is in our interest to spend billions of dollars 
building up these countries. That is your position ? 

Mr. Foster. I think it it in our interest to provide the sums which 
we have asked for them, Mr. Chairman. 

In terms of the amounts which they require, they can do a great 
real more with very much less money than has been necessary to 
provide in Western Europe. That is primarily because much of what 
they need is technical advice and counsel in terms of people rather 
than in terms of commodities. 

In Western Europe the vast amounts we have required in the past 
have been largely needed to rebuild the industrial machines to pro- 
vide food, fuel, commodities, and raw materials so that the amounts 

called for might over a course of years run into a billion dollars in 
terms of the programs we are thinking about now. 

Our availabilities last year, for instance, were $164 million in that 
area of southeast Asia and the Far East. 

The Cuarrman. Did you see any results from it? 

Mr. Fosrer. Yes, sir. We have obtained very excellent results. 

The CHarrmMan. What are they? 

Mr. Foster. In terms of their ability to provide more for their 
people; in terms of greater stability in some of these governments; 
in terms of their ability to resist internal subversion to at least some 
extent. We do not claim this comparatively small program of eco- 
nomic aid solves their problems, but it has made progress and has made 
a contribution. 


RELATIVE EMPHASIS ON EUROPE AND ASIA 


The Cuarrman. Now, we have been told that this bill and this plan 

was to cut ECA off in Europe largely, and to divert the funds that 
have heretofore been allocated to ECA to the military and the arming 
of Western Europe. That is what we have been told. 

You come up here for hundreds of millions for southeast Asia. 
What does that have to do with work in Europe of an economic nature, 
or of rearmament ? 

Mr. Foster. It has this to do with it, Mr. Chairman: We have out 
in that area, as I said earlier, numerically the greatest numbers of free 
peoples yet 
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The Cuarmrman. They are not free if they are in the shape you are 
talking about. We have to go out there and furnish them the money 
to do all these things for them. How are they free? 

Mr. Foster. They are free in terms of having their own govern- 
ments; they are free in terms of having the ability to make their own 
decisions; they are free in terms of the possibility of hope for the fu- 
ture and they are free in terms of being able to enter into international 
trade and to provide us with a great many of the things which we 
need to do this job in Europe to which you refer. 

The Carman. I think the shoemaker should stick to his last. 
You were appointed to take care of ECA over in Europe, get out of 
the business over in Europe and to divert the funds you have been 
receiving for ECA to the military rearming of Western Europe. 
Here you are putting the main emphasis on going out to southeast 
Asia and chasing a problem out there instead of sticking to Western 
Europe. 

Western Europe is our danger if we are going to be invaded or are 
going to be attacked. It will be through Western Europe if we are 
attacked. 

I do not agree with your philosophy at all. 

Mr. Foster. Mr. Chairman, if I may, I would like to make one 
correction. I do not think we are putting the main emphasis on south 
and southeast Asia. I think it is an important point. 

The Cuatrrman. You have in your testimony here made more noise 
about that than anything else you have said. 

Mr. Foster. Perhaps more noise, sir, but I doubt if there was more 
emphasis. I felt it was important for this committee to understand 
that there is a substantial interest for the security of the United States 
in helping south and southeast Asia and the Middle East and the Near 
East. 


SCOPE AND MAGNITUDE OF PROGRAM 


The Cuairman. Helping everybody. You say it is worldwide. You 
have to help everybody. The United States cannot preserve its own 
freedom ; it cannot preserve its own productivity if, according to you, 
we have to take care of the whole world. 

That is what you said earlier. 

Mr. Foster. I say, sir, that the free world is important to our own 
security and I think, therefore, it is in our interest to contribute to 
maintaining the whole free world. 

The CHatrrman. You think that is our business, to maintain the 
whole free world? 

Mr. Foster. I believe so. 

The CHatrman. Where are you going to get the revenue and the 
money and the taxes todothat? You fellows who spend all your time 
spending money for the Government do not ever think about how we 
have to struggle here in Congress to get the money. Right down the 
hall now the Finance Committee is in session struggling with a tre- 
mendous tax bill. 

You want to take that money that is squeezed out of our people and 
take it over across on the other side of the world to build up and take 
care of those little wobbling countries. 

Is that your philosophy ¢ 

Mr. Foster. It is not anything I want to do. These things are 
forced on the United States by a situation created by others. 
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The CuarrmMan. You are not the whole United States. 

Mr. Foster. That is perfectly correct, sir. 

The Cuamrman. You act like it. You talk like you are the whole 
United States. 

Mr. Foster. I have no such illusions. I have a job which I am at- 
tempting to do to contribute, as I see it, to improving the security of 
the United States. 

The Cuairman. You are going to do it as you see it. How about as 
Congress sees it 

Mr. Foster. I am following out, sir, the instructions of Congress 
which I think in its wisdom in setting up this bill it did a very good job. 

The Cuairman. Where are the instructions from Congress that 
you have to take care of the whole free world? That is what you said. 
Where is it? Where is the law? 

Mr. Fosrrer. Congress has passed the Foreign Assistance Act; it 
has passed an act in the general area of China. The Congress has 

passed the Mutual Defense Assistance Program. The Congress 
passed the Technical Cooperation Act. All of those cover the items 
which we are requesting from you; sir in this bill. 

The CHarrMAN. Senator Green, you may take the witness. 

Senator Green. Mr. Foster, 1 am very much interested in your 
report. I am particularly interested in one phase of it which deals 
with a matter upon which I have examined people in several Eu- 
ropean countries during our recent visits. 


DISTRIBUTION OF 





THE INCREASED PROSPERITY IN EUROPE 
You have set forth five essential purposes, the fourth of which is 
that in a few countries a marginal amount of food and materials will 
continue to be needed to maintain living standards. 

Then there is a fifth thing needed. It says it embodies the item of 
hope, that what they call capitalism is something that looks to Amer- 
ican businessmen as though it might have been dredged from the 
Dark Ages. 

Now, in answer to the questions I have put to people abroad rela- 
tive to the economic aid given these countries, they disclaimed any 
purpose of helping the masses of the people as distinguished from 
the capitalists. They laid all the emphasis on furnishing the funds 
to those countries, or to the enpieners of labor in those countries. 

When asked whether they gave any consideration to how the bene- 
fits, prospecity and wealth which accrue to the countries as a whole 
and to the capitalists as the individuals came down to the masses, they 
said that was none of their business. 

I said, “Are there any conditions attached whereby the new profits 
that were nade had to be shared with the employees?” 

They said, “No.” 

I said, “Has any consideration been given to that ?” 

They said, “No.” 

I then asked whether it depended entirely upon the good will of the 
employer in the cases wien they showed there had been benefit to 
the employees and it came down to this question, which is a test 
question : 


For example, in the case of a village where there is but one mill, where all 
the working people in that village are employed in one mill, and this country, 
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either directly through the employer or through the government abroad, is 
given sufficient aid to double the capacity of that mill, and we will say for 
illustration, double the profits, is there anything to prevent the employers pocket- 
ing all the profits and refusing to share them with their employees ? 

They said, “No, there is no condition attached. There is no obliga- 
tion.” They hoped he would and thought he would. 

I said, “I have been told that there is an argument that ensues 
against Uncle Sam, the great world capitalist, coming to their aid, 
that he increases the power of those capitalists in those countries and 
they are just as subject to exploitation by him as before; that the 
Communists were benefiting by that condition and instead of helping 
to avoid communism we are he ‘Iping to increase communism by adding 
to the discrimination between the poor, the continuing poor in the 
village, and the newly rich employer. 

I would be glad to have your comment on that situation which we 
have found in several countries. 

Mr. Foster. Senator Green, you have made a very good statement 
on some of the things we would have liked to have done and perhaps 
have not done as well as we should have in the past. 

I think it has been a difficult thing to set too rigid conditions until 
industries were restored. 

In outlining this program we have a somewhat new concept in which 
we will go much more directly to the line of which you speak. 


PASSING ALONG THE BENEFITS OF INCREASED PRODUCTION IN EUROPE 


It is our thought, if Congress approves of this general program, 
to put new emp shasis on the increases in production and productivity ; 
we are going to work not only through and with the governments as 
we have in the past, but will go down to the plant, to the village, to 
the trade association and to the labor union levels. 1: dealing with 
employers, it is our hope that we will have, before we undertake the 
specific increases in production and productivity, an agreement that 
they will share any of the fruits of that increased production and 
productivity not only with the workers, but also with the consumers. 
That will be an agreement signed in advance, including-the three 
parties, the employe rs, the workers and the consumers. It will help 
the consumers to the extent that they are the beneficiaries of this. 

There will be a condition to our giving this particular type of aid 
and we feel it is appropriate to do that now, whereas in the past we 
felt our purposes could only be accomplished by our working with the 
government, while, of course, attempting to influence the employers. 
We agree with you that in the past we have not gone far enough 
and gotten enough of such results. 

Senator Green. I would like for you to speak on how you justify 
your not having done it in the past. How can we count on your doing 
it in the future ¢ 

Mr. Foster. On getting these agreements, sir? 

Senator Green. I say, “Have you given any consideration to it?” 

You say, “No, we have increased the wealth of the country and that 
is enough.” 

Mr. Foster. We have thought of it and have done it through other 
means to a considerable degree, but I think my statement was that 
we are not satisfied with what has been accomplished. 
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As you indicated, some benefits have gone down in terms of greater 
employment, in terms of greater stability of currency. 

We have had working with us not only people who gave technical 
assistance in terms of advice to the employers and the managers; we 
have had working with us representatives of our great labor unions 
who helped us to accomplish these improvements. 

This Thai not, however, been written into individual agreements 
with employers because at that time, I think the biggest job we had s 
ahead of us was to build basic stability and the basic vihipuice! im- F 
provement in the production facilities as such. Until you had done 
that, it was even a question whether there would be these extras to 
share. 

Senator Green. If you will excuse my saying so, this seems to be 
xn excellent illustration, to use your own language, that that looks to 
us as though it might have been taken from the Dark Ages. That 
is a discarded theory, that if you make those at the top prosperous the 
prosperity will necessarily seep down to the masses, is it not? 

Mr. Fosrer. Yes, sir. In precise terms as put by you, it is, but 
what I am referring to particularly is that there is still a state of 
mind in many of the management groups and many of the trade 
associations in Europe, a philosophy of restrictionism, of cartel re- 
straints on free trade, of limitations and quota restrictions, all the 































things which prevent integration and mass production with its bene- 

fits. i 
Part of the problem is changing states of mind. We have done i 

some work on that. We have not done as much as we would have & 

liked to do. We now think it is possible, due to the progress we have 4 


made so far, to be more specific. 

However, I rst say that that is a matter of judgment. I am sure 
we will not be able to do it in all cases and I wish to state that we are 
going to try to get these agreements but we cannot always guarantee 
it. ‘ 

This is a partnership enterprise in which we need free effort and a 
energy on the part of those with whom we are working. You cannot 
impose conditions which are too rigid and expect to secure the full - 
cooperation necessary to do this job. ’ 


ECA PRODUCTION DRIVE IN EUROPE 


Senator Green. Have you formulated any specific plans for accom- ; 

plishing that? 
Mr. Foster. We have. ia 
Senator Green. Will you furnish them to this committee? a 
Mr. Foster. We will be very glad to. 4 

(The following information was supplied by ECA) : 











THE ECA PRODUCTION ASSISTANCE DRIVE 


I. Purpose oF THIS PAPER 







The purpose of this paper is to state the objectives, policies, methods, and 
organization to be utilized in mobilizing ECA’s resources for an intensive pro- 
gram in the field of production assistance and productivity improvement. 
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II. BACKGROUND, OBJECTIVES, AND SCOPE OF PROGRAM 


It is the purpose of ECA to use its resources and its funds during fiscal 1952 
to stimulate, encourage, and assist the government and people of each of the 
participating countries to accomplish the following objectives : 

A. Develop the defenses of the country against aggression. 

B. Support the essentials of the civilian economy for the present. 

C. Lay the foundation for a substantial improvement in the standard of 
living in the future. 

A major key to the simultaneous accomplishment of this triple objective, with 
limited resources, lies in a concerted effort to raise productivity in essential 
industries, civilian as well as defense; improve related business practices; and 
achieve an equitable sharing out of the benefits of increased productivity. The 
words “productivity improvement” as used in this paper should be understood 
to include these related aspects and, indeed, all matters having directly to do 
with increasing the quantity or quality of real wealth produced and made avail- 
able for consumption by a man-hour of work or per unit of materials or power 
utilized in the ERP countries. 

ECA has already made substantial efforts in the field of production assistance 
and productivity improvement, including development of the Anglo-American 
Productivity Council and productivity centers in other countries, and the pres- 
ent extensive TA and information programs in this area. The present urgency 
requires expanding and intensifying ECA’s activities in this field with the ob- 
jective of achieving maximum increases in production this year and next year. 

A higher proportion of ECA’s total resources of funds and personnel must be 
dev ted to this specific problem. We must seek to focus our efforts on individual 
industries and plants in which productivity improvement is of the greatest im- 
portance. We will, of course, be working with the concurrence, and, hopefully, 
with the active help of the governments of the participating countries. 

The scope of the program must be expanded to cover not only technological 
improvements but also business practices and labor practices related to distri- 
bution of the benefits of high productivity. The program will be aimed not just 
at productivity improvement, but at shared-out productivity improvement, with 
equitable shares of the results accruing to ownership, labor, and consumers. 
Specifically, wherever possible, projects should be carried out in such a way 
that the resulting wage rates in the particular plant involved will be signifi- 
cantly higher than the standard for the industry and the prices of the product 
will be significantly lower than the prevailing price on competitive products. 
All ECA personne] should clearly understand that a major purpose of the pro- 
gram is to increase wages and decrease prices where increased productivity 
warrants in the interests of an expanding economy. 

The program must also include specific provision for meeting the problems of 
lack of will and ability to undertake rapid technological improvements which 
underlie present low levels of productivity. These problems go deep into the 
Western European social and economic situation and the customs, habits and 
attitudes of both business and labor. Specific problems in this area include: 
Social and individual inertia; lack of incentives to productivity improvement 
on the part of owners and workers; positive disincentives in the form of adverse 
actions by cartels, trade associations, and business colleagues, and, frequently, 
by the governments on the labor side, over-restrictive union rules and pressures 
aaginst individual workers who seek to increase their rate of output; fears of 
speed-up and unemployment which have frequently been identified by labor as 
the only likely result of productivity increases; lack of capital—especially risk 
capital or prohibitive interest rates; lack of dollars for machinery; and, scarcity 
of raw materials and machinery. 

(Productivity improvement usually involves using more machines to en- 
able the same or a smaller number of men to chew up more materials. Many 
types of machinery, especially machine tools, and many materials are now in 
extremely short supply. In this situation, the question may legitimately be 
asked as to how a major productivity improvement program can be imple- 
mented and what the point of such a program would be if it could be im- 
plemented. A properly designed productivity program can meet these chal- 
lenges in four ways: 

1. Productivity improvement in the fields of raw materials and machinery 
production can lead directly to an increase in the very commodities which 
are now in short supply ; 
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Such a program can help greatly in seeing that the greatest return in 
production is achieved from the use of such machinery and materials as are 
available ; 

3. Productivity programs can help to make available manpower which the 
west badly needs for military and related defense purposes ; 

4. Productivity improvements developed now will achieve their greatest 
gruition in raising the standard of living in the future when adequate sup- 
plies of machinery and raw materials are again available. ) 

The whole range-of ECA’s activities, of course, relate more or less directly to 
one or another of these problems. Trade liberalization, tax adjustment, and 
anti-inflation programs, for example, aim at enhancing incentives to economic 
progress. The dollar aid program is designed by its terms to alleviate shortages 
of dollar machinery and raw materials. The program of direct action on produc- 
tivity presented herein is intended to supplement rather than replace these 
broader activities. The two types of program must be closely interrelated. 
ECA personnel working on present activities must seek to focus them in ways 
which will contribute most directly to early and continuing productivity im- 
provement and should render all possible assistance to the production assistance 
drive group in specific problems which arise in their respective fields in connec 
tion with this drive. Similarly, direct productivity personnel should be con- 
tinuously aware of the fact that the effort to achieve forced draft improvements 
in applied technology is not just an engineering problem but also a problem in 
economics, social institutions, psychology, and polities in the broadest sense, 
and should develop their program accordingly. 

The scope of the production assistance and productivity improvement program 
should not be limited to manufacturing establishments as had been the tendency 
in the past. The program outlined herein definitely contemplates application 
to raw materials production and distribution enterprises as well. On the last 
point, it is emphasized that low productivity in the distribution area, as reflected 
in archaic marketing practices, high mark-ups, and low turn-over after products 
Jeave the factory, is one of the most serious economic problems in Europe and 
possibly one of the widest fields for rapid improvement in standards of living 
und efficient use of manpower and other resources. Agriculture production is not 
directly included in the program outlined herein because the methods and tech- 
niques described are adapted primarily to other fields. ECA has been pressing 
forward on the agricultural productivity front for some time and in some areas, 
at least, substantial beginnings have been made. Copies of this paper should 
be made available to F/A division, OSR, with the request that a companion pro- 
gram be developed designed to sharpen up similar work in the agricultural field. 
F/A, ECA/W, is working along same lines. 

The scope of the program definitely includes cross transmission of technology 
between one ERP country and another as well as from the United States to 
the PC’s. Intra-area visits to study improved techniques should be encouraged 
and consultant staffs should be drawn from other nations as well as the United 
States and the particular PC involved. 


Ill. PROGRAM AND POLICIES 


A. SUMMARY 


In general, the production assistance nad productivity program will involve 
operations of four major types: (1) Intensive demonstration operations in 
selected plants: (2) the rendering of requested technical services on a less com- 
prehensive basis to a larger number of enterprises; (3) efforts to secure desirable 
changes in legislation, Government operations, and in the policies of such private 
groups as trade associations and labor unions affecting productivity; and, (4) 
broad informational and educational efforts aimed at the general public and wide 
wanagement, labor, and industry groups. 

The basic elements to be utilized in carrying out the program are: (1) A pro- 
duction assistance and productivity improvement arreement, (2) a production- 
assistance agency, (3) a production-assistance fund, (4) an ECA production- 
assistance staff and expert pool, (5) the ECA labor staff, (6) the ECA technical 
assistance program, and (7) the ECA information program. In the initial 
stages of the program in most countries, it will be necessary for the BCA to take 
the initiative in performing these operations, to finance them or arrange for 
their financing (as discussed below), and to provide most of the technical per- 
sonnel. As the program develops and a wider public and governmental sup- 
port is built up for it in each country, responsibility for it should be more and 
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more largely shifted to a national production assistance and productivity agency. 
This will have two major advantages. First, joint sponsorship by the European 
government concerned and the United States will minimize any charges of inter- 
vention or any criticism that the program is designed indirectly to benefit the 
United States rather than the citizen of the country. Second, it is highly desir- 
able to organize the program in such a way that complete responsibility for it 
can be taken over by the local government in 2 or 3 years’ time. In the follow- 
ing description of the types of operations proposed to be undertaken, no attempt 
is made to distinguish between those that should be initiated by the ECA mis- 
sion and others that should await the creation of a production assistance and 
productivity agency.. In general, these paragraphs describe the jobs to be done 
as those of an agency. It should be understood, however, that most if not all 
of the operations here outlined can and should be initiated by the ECA country 
mission while it is negotiating with the National Government and with private 
groups about the setting up of a joint agency. 


B. PROGRAM OPERATIONS 


1. Intensive operations 

For a limited number of especially cooperative and strategic plants in each 
country, the ECA mission or the productivity agency should undertake full-dress 
productivity improvement programs. The plants involved should cover a wide 
range of military and essential civilian goods, industries, including raw maz- 
terials production and distribution enterprises. Plants should be selected on 
the basis of (a) technical feasibility of substantial improvement in produc- 
tivity without excessive capital investment; (0) quality of the management 
and its willingness to join in an attack on low productivity; (¢) the character 
of the labor union in the plant and labor management relations in it; and (d) the 
type of product produced by the plant. Generally speaking, it is more important 
to improve productivity in basic industries and in those that contribute in an 
important way to military production, domestic investment and consumption, 
and export earnings than to plants in industries of limited economic sign'ficance. 

Before final selection of a plant, it should have been visited by an ECA or 

productivity agency team. It should be the function of the team to make a pre- 
liminary appraisal of the possibilities and needs of the situation, and to work 
out with the management of the plant at least a preliminary plan of action. The 
plan of action may call for certain immediate steps to improve productivity or, 
alternatively, it may eall for a more detailed technical survey which would, in 
turn, lead to specific recommendations. 
As a condition of selection of the plant for inclusion in the productivity pro- 
gram, there would be required a joint agreement between management, the labor 
organization, and the ECA mission or preductivity agency providing for (@) the 
services to be rendered by the agency and the means of financing such services 
and the ensuing improvement programs; (b) a commitment by the management 
to undertake the improvements recommended by the agency and to share any 
increased income which arises from such improvements on an agreed basis 
among ownership, labor, and consuers:; (¢c) an undertaking by the labor organi- 
zation to cooperate fully in the improvement prozram:; and (d) publicity to be 
given to the nature and results of the program. 

The selection of a plant, its agreement to participate on the above condi- 
tions, and agreement on a plan of action, would in themselves be important 
steps in the direction of higher productivity. Once these steps have been taken, 
it is the plant’s management and its staff of workers that must actually do the 
things that will enable more output to be produced in fewer man-hours. But in 
the carrying out of the plan of action, the ECA or productivity agency would be 
prepared to help in two important respects by providing (@) services and 
(b) finances. 

The services to be provided would include full professional surveys of the 
plant layout and equipment ; product design ; production techniques and methods ; 
assistance in securing necessary financing from private sources, new machinery, 
and raw materials; studies and recommendations on labor, business, and man- 
agement practices, accounting, pricing, and related aspects of marketing. For 
plants participating in an intensive program, all professional services would 
be provided free of charge. 

Financing would be provided primarily in the form of loans for the procure- 
ment of moderate amounts of machinery and equipment (with local currencies 
or dollars) where this is an integral part of the productivity improvement 
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project, to provide additional working capital, or for any other legitimate pur- 
poses directly related to the improvement of productivity. Such financing would 
be provided, of course, only when it could not be secured from other more 
usual sources on reasonable terms. Possibly, a part of the cost of such opera- 
tions as rearrangement of plant and retraining of labor, special record keeping 
in connection with the demonstration aspects of the program, or other special 
costs might be covered by a grant. The conditions on which such financing would 
be done are discussed in a subsequent section. 
2. Service operations 

This aspect of the program will involve provision of services in connection 
with productivity improvement upon request to any plant owner, manager, or 
union group. For this purpose, the productivity agency should have offices in 
each major industrial center of the country. Services offered would include 
expert professional studies of plant layout, machinery requirements, working 
methods, labor relations, accounting or other business methods; assistance in 
securing dollars for production improvement machinery, or the machinery 
itself, or credit for production improvement programs. In general, such services 
would be provided by the organization, either free or at a nominal charge. Every 
effort would be made to assure that the improvement program undertaken in 
each case was as well rounded as possible; that it had full cooperation of both 
management and labor in the plant involved; and that the resulting benefits of 
the program were intended to be divided among management, ownership, labor, 
and consumers in a equitable way. The charges for services rendered and the 
interest rate on loan funds provided might well be geared to the extent to which 
the participating firms were willing to undertake commitments in these respects. 
The offer of service would not be a passive one. It is assumed that the 
organization will have salesmen circulating in its area, seeking to induce groups 
to use its services to the full. 


8. “Ground rules” operations 


The organization should seek to achieve necessary improvements in govern- 
mental and trade associations and labor union ground rules affecting positive 
and negative incentives to productivity improvement. Thus, for example, it 
might sponsor studies and legislation to establish tax adjustment systems which 
would act to encourage rather than discourage investment in productivity, wage 
increases, and price reductions. 

In the same field it should help to protect firms and workers cooperating in its 
program from adverse actions and injury by restrictionist groups. 

4. EHatensive programs 

The program at this level will be designed to achieve wider knowledge and 
acceptance of the concepts of productivity improvement on the part of the general 
public, industry, labor and consumer groups, and specific industries. Under this 


heading will come general informational programs and type A and B, technical 
assistance projects on an industry-wide basis along the lines described below. 


5. Special program devices 


In addition to the program methods and devices already described, considera- 
tion should be given in developing the program for each country to the possibility 
of utilizing such special devices as the following: 

(a) Joint venture insurance.—For example, one possible useful arrangement 
would be the development of joint venture insurance. This would involve under- 
writing by the productivity fund of a portion of the risks assumed by private 
firms in undertaking approved programs of productivity improvement. Upon 
approval of a particular project and payment of a small insurance fee, the fund 
would agree to reimburse the firm involved for an agreed percentage of its initial 
expenditures in carrying out the project if these expenses are not paid off by 
additional earnings in an agreed period. This device is similar to that which 
has been successfully developed by the United Kingdom Export Credits Guaran- 
tee Department in encouraging new entrants into dollar markets. By removing 
the fear of losses which might otherwise prevent firms from undertaking pro- 
ductivity improvement programs, such a device might, with minimum demands 
on the funds available, provide a means of stimulating widespread activity with- 
out violating the policy of nonsubsidization. 

(b) Plant adoption program.—A device which has frequently been recom- 
mended and should be considered for trial is that specific European firms, plants, 
or distribution enterprises such as department stores, might be “adopted” by a 
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corresponding American firm or enterprise. This would not involve the European 
firm becoming a subsidiary of the American firm in any sense. It would simply 
involve an agreement for the interchange of personnel and know-how on a 
broader basis than the normal licensing agreement. It would be appropriate for 
the productivity improvement fund to finance any unusual expenditures which 
such an arrangement made necessary on the part of the American or European 
firms involved, if the arrangement conformed to the standards for a productivity 
improvement project as described above. ECA’s investment guaranty program 
might also be utilized in this connection. 

(c) Contract program.—Defense agencies of the participating countries will 
be placing large contracts in the coming months with all types of firms in their 
countries. To some extent, United States defense agencies and defense contrac- 
tors will be placing similar contracts in Western Europe. An effort should be 
made to secure agreement of the contracting agencies to include appropriate 
provisions for the use of the services of the productivity agencies in the terms 
of such contracts, and in Washington ECA will negotiate with Defense along 
similar lines. Where it is not practicable to bring in the productivity agency 
and its services as such, specific clauses bearing on the objectives of the produc- 
tivity program along the lines of the labor standards clauses in United States 
public contracts might be included in the contracts themselves. 


Cc. PROGRAM ELEMENTS 


The mechanisms for developing and implementing the above programs are 
described below. 


1. The production-assistance agreement 

As a first step, agreement should be reached between ECA, the country gov- 
ernment, and labor and management groups in the country that a specific major 
program of production assistance and productivity improvement will be under- 
taken. The agreement should cover the scope, objectives, organization, and 
financing of the program. 

In some cases the initial agreement might take the form of a formal special 
agreement between the United States and the participating government. Labor 
and management groups in the country should be consulted in the drafting of 
such an agreement and, where feasible, should formally undertake to support it. 
In addition to the above general items, such an agreement might include: 

(a) A commitment by the Government to recognize the importance of 
increased productivity and appropriate sharing out of the benefits of in- 
creased productivity. 

(b) An undertaking to assist in the organization of a nroduction assist- 
ance and productivity agency along the lines described below. 

(c) An agreement to set aside an agreed sum of counterpart funds for 
use in this program. 

(d) A commitment to consider changes in tax regulations and other leg- 
islative and administrative provisions which are determined to be having 
an adverse effect on incentives to management and workers to undertake 
productivity improvements and on the implementation of such programs. 

(e) A commitment to protect plants and firms which act to improve 
productivity and raise wages and decrease prices against adverse reactions 
from public and private sources. 

(f) A positive commitment to assist such firms in securing necessary raw 
materials, machinery, etc. 

(g) An agreement to undertake a public-information program in support 
of the program. 

(h) ECA for its part would undertake to provide an agreed amount of 
dollar funds from its program and technical assistance budgets for this 
program and technical services as required. 

Where bilateral agreement is not deemed appropriate, a similar range of 
commitments and undertakings should be sought through exchange of letters 
and other less formal devices. 


2 The productivity agency 

Every effort will be made to secure maximum sponsorship, participation, and 
identification of the program with domestic groups in the country concerned. 
ECA’s participation should be vigorous, but should not be publicized as merely 
an ECA undertaking. The chances of success are obviously far greater if, for 

















































86 MUTUAL SECURITY ACT OF 1951 


example, the program in France is known as the productivity-improvement pro- 
gram of the French Government and French labor, and French industry, rather 
than if it appears primarily as a United States or ECA enterprise. 

Maximum local participation is necessary, not only for phychological reasons, 
but also in terms of substantive effectiveness. It is, in fact, rather unlikely that 
an American engineer, trained only in American methods and conditions, could 
develop a fully workable program for a French plant. A team of a French 
engineer, a French labor leader, and a United States labor expert and an Ameri- 
can engineer, would have much better chances of developing a really effective 
program. 

In keeping with this policy, the main burden of implementing the program 
should, wherever possible, be placed on a special-purpose PC ageney in which the 
United States participates. This agency can either be adapted from an existing 
agency or created afresh. It should be known as the Production Assistance 
Board, or by some similar title. The Board should be composed of individuals 
who have indicated deep and sincere interest in raising the productivity of their 
country and in an equitable sharing of the benefits of increased productivity. 
The members of the Board should be representatives of the government of the 
country, of industry, labor, agriculture, distribution, and the consumer and 
should include one or two ECA representatives (preferably an engineer and a 
labor man). This Board would, in cooperation with ECA, establish the operating 
policies within which the funds available for the program should be used. 

The Board should select an Executive Director, whose duty it will be to admin- 
ister and supervise the staff of experts required to execute the program. 

The Board should have an adequate budget, including funds for its own opera- 
tions, and for grant and loan purposes for plants which cooperate in its program. 
It should have its own full-time staff of production men; engineers: labor, cost, 
sales, and information experts. It should have wide access to additional Ameri- 
can and local consultant personnel in each of these fields. 


> 


3. The productivity fund 


(a) Source and tentative schedule of funds ——ECA program funds, including 
funds for technical assistance, 95 percent counterpart, and, as appropriate, 
administrative funds, including 5 percent counterpart, will be available to sup- 
port this program. To illustrate the magnitude of the program which ECA/W 
now has in mind, the following tentative figures are cited: 

Technical-assistance funds: $20 million (of which approximately 2 million 
for salaries of full-time production-assistance personnel in OSR and country 
missions). 

Program dollars: $60 million (of which 15 million each would be allocated 
for the program in France, Germany, and Italy and the remaining 15 million 
divided among the programs of the smaller countries). 

Counterpart funds: Approximately $250 million equivalent (France, Ger- 
many, and Italy should each be asked to commit definitely up to $60 million 
and the balance should be provided by the other participating countries). 

In practice, a modest sum will be earmarked out of initial allotments of pro- 
gram and counterpart funds, and the further earmarking of funds will depend on 
the needs of the program as it develops in each country, the rapidity with which 
the funds are used and the speed with which appropriate institutions are brought 
into being to insure effective expenditure of the funds. 

(b) Use of funds.—Funds allotted to the production-assistance and produc- 
tivity-improvement program may be used to finance all aspects of the program 
outlined above. Expenditures would include, but are not limited to— 

(1) The payment of the staff and operating expenses of each Production 
Assistance Board or similar agency. 

(2) The payment of American staff and supporting administartive costs, 
whether attached to missions and OSR or on spot assignments. 

(3) The purchase and distribution of demonstration materials, training 
films, ete. 

(4) The financing of so-called type A or B TA projects. 

(5) The procurement of equipment and machinery on a selective basis 
(with local currencies or dollars), which is an integral part of produc- 
tivity-improvement project under this program and which cannot feasibly be 
financed through other channels, 

(6) For loans to private firms, under conditions set forth below, when 
approved by the production-assistance board and ECA. 

(7) For the financing of appropriate publicity and training programs, 
including personal services, in support of productivity whether conducted 
by ECA or the Production Assistance Board. 
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8. Policies governing use of funds 

(a) The funds will not be used to subsidize normal business risks and normal 
business costs of the firms participating in the program. This policy is necessary 
for obvious political and psychological reasons, both in the participating coun- 
tries and in the United States. 

(b) The funds will be utilized to cover, on a grant basis, in a limited number 
of specific cases recommended by the agency, the cost of expenditures which are 
directly occasioned by the abnormally rapid adoption of productivity improve- 
ments Which we are seeking to bring about. Funds will be utilized for loans 
wherever normal credit at reasonable interest rates is not available to support 
activities in connection with the productivity-improvement program. 

(c) Machinery financed from this fund should be primarily for existing 
establishments where considerable improvement can be gained from relatively 
small new investment. Obviously CM (country mission) will relate the more 
general ECA program, including procurement of equipment and machinery to 
the efforts of the PC (participating country) in productivity improvement 
program. Financial assistance for the purchase of specialized equipment and 
machinery designed only for producing military end items should be drawn 
from other funds aavilable for that puropse. Heavy equipment needed for 
basic industries such as steel, power, etc., should be financed as at present. 

(d) Within the above general policy, funds will be used on the following 
conditions : 

(1) That they go to implement an approved plan to increase productivity in 
an establishment making essential military or civilian goods, developing ma- 
terials, or improving distribution. 

(2) That an equitable share of the benefits of the improvement of productivity 
are to accrue to the workers in the establishment as higher wages and to the 
consumer in lower prices. > 

(3) That the workers in the plant or firm freely participate in the planning 
and execution of the effort to increase their productivity. 

(4) That as loan funds are repaid they may be used again by the Board as a 
revolving fund. 


LV. ECA ORGANIZATION AND STAFF 


To carry out this intensified program, adjustments must be made in the 
structure of ECA's organization at all three levels: 


A. PRODUCTION DIVISIONS 

(1) ERCA/W 

In order to focus the proper attention and resources on the problem of Wash- 
ington support of the production-assistance and productivity-improvement pro- 
gram in Europe, a new position of Assistant Administrator for Production is 
being established. effective July 1. This area will be comprised of a Facilities 
and Equipment Division, a Productivity and Technical Assistance Division, a 
Materials Development Division, and the Office of Small Business. The tasks of 
commodity analysis, of obtaining priorities, allocations and export controls and 
other related comodity work, as well as agricultural productivity, are being 
segregated under an Assistant Administrator for Supply. These arrangements 
are more fully discussed in ECA/W Bulletin 51—63 of May 28, 1951, distributed to 
all missions and to OSR. 


(2) OSR 


A similar strengthening of the OSR industrial staff, and similar measures to 
focus the resources of OSR on the problem of production assistance and pro- 
ductivity improvement will be necessary. While the main burden of program 
operations will fall on country missions, OSR will have to supply a pool of 
specialized talent which no one mission could afford. Consequently, it is 
recommended that a Production Assistance Division in OSR be established 
separate from the industrial-commodity work carried on heretofore. This Pro- 
duction Assistance Division will have three primary tasks: (1) To support 
individual country missions in stimulating production-assistance drives and 
to review progress from time to time, especially to see that experience gained in 
one country is quickly put to use elsewhere, if it is applicable; (2) to supply 
advice or technical personnel as required country by country; and (3) to review 
and approve on behalf of OSR production-assistance projects, the waiver of 
counterpart when requested, and related program matters. (Norre.—The great- 
est possible delegation of authority to act in this field will be granted to OSR 
and to country missions. ) 
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8. Country missions 


Each mission should set up a new division to be known as the Production 
Assistance Division. The Chief of the Division should report to the Chief of 
the Mission. The functions of this Division should be— 

(a) To assist in the establishment of the Production Assistance Board, 
to approve its membership, to assist in the development of its policy, its 
administrative budget, and staffing pattern, and to review its operations. 

(bv) To assist the Board in selecting and training its personnel. 

(c) To carry on, in the initial stages at least, the exploratory and mis- 
sionary work of the production-assistance program, in order that the pro- 
gram can move forward as fast as possible. (As the Board and its staff 
become competent to handle the program, the ECA’s function will become 
increasingly that of supervision and clearance of projects. 

(d@) Arrange for services of technical experts from OSR or consultants 
from United States as needed. 


(e) In cooperation with the Production Assistance Board or, where neces- 


sary, on a unilateral basis, identify the industries and individual factories 
which provide an opportunity for significant increases in essential produc- 
tion, determine the nature of actions necessary to increase productivity and 
hence production, and, in conjunction with labor and information staff 
of the mission, determine the best approach to induce changes in attitudes 
in the business and labor community. 


B. ECA LABOR STAFF 


Achievement of the willing cooperation of workers and their organizations 
in the productivity improvement pregram constitutes one of the most difficult 
problems and one of the most important elements in its success. For this 
reason ECA’s labor staff at all levels must be a full partner in the development 
and implementation of the program. The primary responsibilities of labor 
staffs in Washington, OSR, and the missions will be to assure that the program 
as such is valid and acceptable from the point of view of labor in the PC’s and 
in the United States and that it receives a maximum of cooperation and support 
from labor. An important aspect of this task will be to assure full participation 
by European labor organizations in development of the program. 

In addition, specialists in problems of labor participation in productivity at 
the plant level will be assigned to the ECA production pool and to the Production 
Assistance Divisions of the several missions as required. The operations of these 
specialists will be under the joint supervision of the Labor and Production 
Assistance Divisions. 


Cc. THE ROLE OF TECHNICAL ASSISTANCE IN THE PROGRAM 


An important part of the production-assistance and productivity-improvement 
program will be worked out in the form of type A and B technical-assistance 
projects and the supplying of demonstration material, films, ete. 

The specific tasks of TA, as its share of the over-all program, will include— 

(a) The bringing of teams—workers, managers and technicians—to the 
United States to observe at first hand American methods in action, with 
specific emphasis on productivity and related business methods. 

(b) The sending of American experts abroad (both individually and in 
groups) to assist European producers to adapt United States methods to 
their own facilities. 

(c) Providing to team members visiting the United States the necessary 
educational equipment in the form of technical literature, films, and visual 
aids (and the like) to enable them to spread the lessons they have learned 
within their own plant or company and, if possible, throughout their industry 
and to the general public. 

(d@) Organizing special courses and in-plant training programs in the 
United States for Western European executives, technicians, and workers 
selected on the basis of their capacity to absorb and to apply what they may 
observe here. 

(e) Establishing in close cooperation with ERP governments and pro- 
duction assistance agencies productivity training centers and schools through- 
out Western Europe. 

(f) Conducting with close cooperation of American trade associations and 
labor organizations an educational campaign about productivity with similar 
groups in Western Europe. 
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(9g) Conducting management seminars and clinics in Western Europe 
with the cooperation of American and Western European management per- 
sonnel. 


D. ROLE OF INFORMATION PROGRAM 


ECA’s information organization, including labor information, will play a 
major role in the production assistance and productivity improvement program 
and a major portion of such resources should be devoted to the program in 
the coming year. As has been emphasized, the problem of attitudes is one of the 
most important aspects of productivity improvement and ECA’s information 
program must, therefore, also be a full working partner in the productivity 
improvement field. Among the functions to be performed by Information per- 
sonnel either directly on ECA staffs or detailed to productivity agencies will 
be (a) the determination of the most effective psychological approach, based on 
facts and experience; (0) the choice of methods of interpretation; (c) the estab- 
lishment of close liaison with friendly and useful private and governmental 
groups; (d) popularization and distribution of progress reports; (¢) the up- 
grading of local resources for productivity information (existing technical jour- 
nals and trade papers) ; (f) the search for examples of leadership in European 
agriculture and industry and their proper demonstration to wide publics; (9g) 
the staging in various European industrial and agricultural centers exhibits 
and demonstrations of modern products, techniques and processes drawn from 
European as well as American sources; and (/) the recognition and evaluation 
of trouble spots and the planning and spearheading of effective counterattacks. 

These tasks will involve appropriate use of all publicity media but go well 
beyond normal concepts of publicity activities in their depth and scope. It will 
be an integral and positive part of the whole program. 

E, INTERDIVISIONAL ORGANIZATION 

In ECA/W, OSR, and each country mission, a special production assistance 
and productivity committee should be established to give general guidance to 
the program. This committee should include the head of the Production Assist- 
ance Division as Chairman and include the Directors of Information and Labor 
and Industrial Commodities Divisions and other appropriate personnel. 

Senator Green. Can you state them very briefly here now? 

Mr. Foster. Yes, sir. We plan in this activity to have set aside, in 
the first instance, some funds which will be directly for this purpose. 

Senator Green. What do you mean? Why should it not apply to 
all the funds we Orr 

Mr. Fosrer. Many of them will go more directly for specific com- 
modities. These will be funds which will be used to improve methods 
in particular plants or in particular industries. They are to be set up 
to finance, for instance, production and productivity centers in the 
countries themselves, which centers we hope, when we drop this ac- 
tivity, will continue this same movement in those countries under 
their own steam. 

Senator GreEN. But do you intend to impose conditions whereby 
it will be necessary for the borrower of these funds to use part of his 
profits for the benefit of his employees ? 

Mr. Foster. Yes, sir. That is the part to which I was coming. 
We first set the production and productivity centers up which are 
manned largely by the employers and trade association executives 
and the labor executives. 

Those productivity centers then separate out the particular in- 
dustries in which we think we can be most effective in doing this job. 
rhey go from there to particular companies and agreements are 
worked out with particular companies calling for just that type of 
sharing before they are eligible to receive this particular kind of aid. 

rhe aid will be in the form of engineering advice; it will be in the 
form, perhaps, of new equipment to accomplish particular improve- 
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ments in productivity; it will be in the form of marketing assistance ; 
it will be in the form, perhaps, of financing which is not available 
through the normal sources, but in return for receiving that kind of 
assistance the company will agree, in cooperation with its labor rep- 
resentatives, to make the kind of a division to which you have referred, 
in terms of better wages out of the profits and in terms of lower prices 
out of the profits. 

Senator Green. As [ understood you to say, that would be in some 
cases, but not in all cases? 

Mr. Foster. We will attempt to do it in all cases. I think there 
will be some cases where the necessity for increased production and 
productivity will be such that we will go ahead with those improve- 
ments, even failing that specific kind of statement, but we could con- 
tinue our pressure to obtain it nonetheless. 


POSSIBLE LEGISLATIVE PROVISION FOR DISTRIBUTION OF INCREASED WEALTH 
IN EUROPE 


Senator Green. In view of the fact that you have been active now 
for some time and have not done it at all, can you suggest any phrase 
that could be used in the legislation to make it necessary for you to 
do it and not leave it to your discretion ¢ 

Mr. Fosrer. I would like so say, sir, that while we have not done 
it in that specific sense in the past, we have accomplished it to some 
degree nonetheless. 

As far as precise conditions in the legislation are concerned, I would 
much rather see it said in terms of objectives which I think would be 
quite appropriate, rather than too precise conditions. 

Senator Green. Our experience has been in some cases that when it 
is left to the discretion of the spending authority that discretion does 
not accomplish the objective which is stated in the legislation. 

Can you suggest something that will make it necessary for that re- 
sult to be accomplished and not just state in the legislation that it is 
desirable and that the spending authority should do it, but make it 
necessary for him to do it? 

We have had a very unfortunate experience, it seems to me, in the 
past. When you did have the discretion, you did not use it. 

Mr. Foster. Now, sir, with all due respect. I think you have stated 
a good many objectives in the present legislation, with which objec- 
tives I am thoroughly in aecord. 

In the legislation I think we have faithfully carried out those 
objectives and accomplished a good many of them. I think the 
reason that has been good legislation and that we have made so 
much progress is that “they have been stated in sufficiently broad 
terms to give us sufficient flexibility for us to carry it out. My plea is 
that you leave sufficient flexibility in this objective, with which I 
agree, 

Senator Green. You have had that flexibility to do the very thing 
we are discussing now. 

Mr. Foster. And we have accomplished something toward the at- 
tainment of that end without specific conditions. 

Senator Green. What percentage of the millions you have spent 
have had attached to them conditions such as we are discussing now / 

Mr. Fosrer. No conditions such as these specific, particular ones. 
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Senator Green. But it was so flexible that you could have done 
it if you wanted to? 

Mr. Fosrer. Yes, sir; but my point is that we have obtained many 
of the foundation requirements to obtain those conditions you are 
now referring to by our past methods which, under the then circum- 
stances, were conducive to getting at least a start on it. 

We now think we can go further on this. I, therefore, ask for the 
same type of flexibility in view of our present plans. 

Senator Green. Presuming you cannot have the same flexibility, 
can you suggest an amendment to the legislation which would make 
that necessary, even if you think they are undesirable / 

I can understand why you want absolute discretion, but assuming 
you cannot have it, what would you suggest ? 

" Mr. Foster. We will be glad to tell you what our plans are to 
accomplish this, sir, and if it is the wisdom of the C ongress to put 
them in the legislation, of course, we would be guided by it. 

| again make a plea, sir, however, that sometimes too precise a defini- 
tion defeats the objective rather than assists it. We will be happy 
to supply our own plans in this regard. We will supply that to the 
committee. 

Senator Green. You realize that the Communists take advantage of 
this failure on our part and they point out those instances and say 
to the working man, “Here is this octopus from across the Atlantic 
who is buying up your capitalists, but where do you come in?” 
“Where do you come in? Are you any better off? No.” 

The discrimination has increased between the rich and the poor in 
the small places particularly, and the Communists are using that as 
an argument against us. Therefere, in defeating communism, it is a 
failure. 

Mr. Foster. I cannot accept the statement that it is a failure, sir. 

Senator Green. Much more could be accomplished. If you can 
provide a draft of such legislation, we would appreciate it. 

Mr. Fosrer. I will provide it, sir. 

(The information was filed with the committee. ) 

The Cuarmman. Senator Wiley 


RAISING PRODUCTION AND STANDARDS OF LIVING 


Senator Witry. As I understand it, the procedure heretofore was 
to give the credit to the French Government, for example. That was 
the way it was done. The French Government and yourselves would 
work out certain allotments of credit to a certain industry and for 
that credit the industry would pay back into the French Government 
French francs, which became part of the counterpart funds which the 
French Government had. 

Now then, if there are to be any conditions that are to be attached, 
[ presume that would have to be worked out through the French 
Government. Am I correct ? 

Mr. Fosrrr. Yes, sir. Your outline of the present and past method 
is correct, sir. That is the way the counterpart method has been 
established. 

Senator Witry. Your accomplishment has been to raise the produc- 
tion level in France 44 percent above prewar levels. You came up to 
the original production and you went 44 percent above that ? 

Mr. Foster. Yes, sir. 
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Senator Winey. Now, asa result labor has gained jobs. If the man 
agement has made additional profits you do not know whether in that 
particular case the management has increased wages or not. At the 
present time that is a matter between the labor unions and manage- 
ment, is that correct ¢ 

Mr. Foster. That is correct, sir. 

Senator Witey. You know that in France, for instance, their wages 
are geared to the cost of living / 

Mr. Foster. That is correct. 

Senator Witey. When the cost of living goes up, there is almost an 
automatic increase in the wage, is that correct ? 

Mr. Fosrer. There is a pressure for that and there have been in- 
creases, but it is not automatic and has to be negotiated out. 

Senator Wirry. There is negotiation. But the very basis is laid 
down so that if you have prosperity, if you have production 44 percent 
above what it was before, it means society generally, the capitalist 
and the laboring man also benefits, is that correct ? 

Mr. Fosrer. That is correct. 

Senator Witey. That is what you mean by saying that generally 
all through the free world in Europe, ECA, through Marshall plan 
aid, has done a tremendous job in raising not only production, but 
raising the standard of living, raising wages and raising life generally ? 

Mr. Fosrer. That is correct. 

Senator Wizey. I think that was our impression received over there. 
There may have been instances where some particular individual may 
have gotten funds from the French Government through ECA and 
did not do with them what was morally right, but we saw no specific 
instance of that. 

We saw the possibilities of it and I think Senator Green outlined 
a situation where perhaps there might be some consideration given to 
seeing that something be done to counteract this Communist propa- 
gi vanda. But, as someone said when he was catechized, “The Commu- 
nists will propagandize anything and will misrepresent anything.” 

Mr. Foster. That situation varies between countries, too, and France 
is particularly backward in this sharing, perhaps. Many of the other 
countries have done much better. The Communists are already at- 
tacking our productivity drive as they attacked the Marshall plan 
from the first day it started. 

Senator Wiitry. What was this figure for economic assistance? 

Mr. Fosrrr. Two and two-tenths billion dollars. 

Senator Witry. You will remember that in the beginning the ex- 
ecutive department, in its foreign aid for 1952, figured an amount of 
$9.6 billion. They have br ought that down to $8.5 billion. 


HOW ECONOMIC AID FIGURE WAS COMPUTED 


We are interested in trying to figure out how you arrive at all these 
ee as Senator ( ‘onnally said. You can start with the 9.6 and 

‘an come down to 8.5, which permitted a reduction of $1.1 niition. 

How do you arrive at the 2.2? Do you have that set-up? 

Mr. Fosrer. Yes, sir; we have a complete breakdown of that if 
vou would like to have it. 

Do vou mean the method through which we arrive at the final fig- 


ure? Do you mean how do we divide that to obtain the objectives 
we have? 
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Senator Winey. If you have an exhibit you could put it in, but I 
am principally interested in knowing how you can get around to say- 
ing, “Now, we must have $2.2 billion.” : 

In Europe you said it was $1,650,000,000. We would like to know 
how you arrive at that figure. That is really supplementary to the 
military aid now. Our primary object is military vitality and acde- 
quacy and this additional economic aid is to make that more adequate. 
That is the philosophy which was developed for us in Europe, anyway. 

Mr. Fosrer. I think that is true, but I would like to qualify it 
slightly, Senator, if I may. 

I think we have twin objectives. I believe in order to make the 
military aid effective, we must maintain economic stability, because 
without the spirit of the people who will have to bear the arms and 
produce the arms, a spirit which develops from their having enough 
to eat and having a little hope for the future, the arms would be of 
little use and would not be produced. 

Therefore, I think we have twin objectives and our economic assist- 
ance goes not only toward providing facilities to produce these addi- 
tional arms, but also goes to maintaining this economic stability 
which makes the arming worth while. 

Now, the basic method we use is one of estimates, of course, and 
starts from a balance-of-payments estimate which is made by our 
distinguished economic experts. 

If-you want to get into the details of that, Mr. Bissell, who is with 
me, can give it. 

In addition to a balance-of-payments calculation, however, today 
we have to figure on what are the available facilities and commodities. 
We might figure the balance of payments, but we may not be able to 
get the goods to meet those requirements. 

It is, therefore, a question of basic assumptions and the basic 
assumptions lead us to a trial and error method of building up the 
country estimates. 

These figures are, however, developed over a period of months, 
working with the countries, their own economic ministries, working 
with the Organization for European Economic Cooperation which 
has developed over 3 years a very effective way of estimating their 
requirements. It has been brought down, as you suggested, by our 
asking in many cases that investment programs be cut out or reduced 
by changing the direction of the program and directing it toward this 
military build-up. It is a whole series of calculations which started 
with a very much larger figure. 

We figure when we finish, therefore, it is a minimum figure which 
is required in order to attain the levels that are now projected under 
this bill. 

If you would like Mr. Bissell to go into detail, he will do it either 
now or when he testifies next week. 


HOW COUNTRY PROJECTS ARE PLANNED 


Senator Witey. I think from what you said I get the general pro- 
cedure that you utilized. How much of this economic aid have you 
assigned to France, for example 

Mr. Foster. $290,000,000. 
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Senator Winey. If you have $290,000,000, you certainly have that 
broken down, have you not, so you could have an exhibit showi ing how 
you intend to spend that $290 ,000,000 in France? 

Mr. Fosrer. Yes; we have that. Those figures have not yet been 
made public, but we can give the committee that. 

(The matter referred to is as follows :) 


Estimated ECA-financed imports, fiscal year 1952—France and DOT's 











Commodity : Millions 
cabin hi ncaa ‘nels a spindacn ia oronin te) slpkinasiotelaeitedln lll on raed Maile dk Sot ae 0.5 
Nee ee ene ee eestene pecs canine atuteics oe cate Thy 
I PIR has li sa ls ag ec aigh tases house eeichions ninphionndetiatceh-aicastemweiee 51.3 
Nae nk eee Ser er PAs fo ET oe oe in 2 9 ee Beas tt 4.5 
Other agricultural products__.___.______ bd ehh ccetbaetbe re Saad Fe 1.0 

Total food and agricultural imports_.___-.______ cceiareeneattiee  tedsni ties 70. 0 
os ne a er FANS Te eee Oe ELE ay aS Ee TT 
REURORC EAL Siror Sterile a es so ici releh ae a 
SEIT CN Sis ids th ba eich eek kd epicidecddép ibe cas bh bh phonies 11.2 
Other manufactures and raw materials__.___.-....._--.._._.______ 5.1 

Total industrial imports__.__---_ eis hdatate nites ileaktnintecng ereanaee 155. 0 

Motel commodity tmperttics sc ok i eiaciie en lbeeinniass. Rai sSGe ce 

I I iiss a nto aon saethik dent mecaphahie Saab tdrererstekd bien stain 65. 0 

Total ECA-financed program_............._--____.- hte Se RD 


Senator Witey. You have $290,000,000. Now, you arrive at that 
$290,000,000 by taking the best judgment of your ECA experts over 
there in France? 

Mr. Fosrrr. That is correct. 

Senator Wirey. And in consultation with the French Govern- 
ment ¢ 

Mr. Foster. Yes. 

Sen: itor Wier. How do you arrive at the procurement costs? If 
you give $290,000,000, how do you know that the procurement costs of 
these projects, or whatever it is you spend your money on, is correct? 
That is what I am getting at. 

Mr. Foster. The prices are all checked here, sir. It is not only the 
ECA experts; it is checked back here with all the agencies of the United 
States Government; the prices are established by cross-references in 
the United States. 

First you establish the military program. You also establish the 
over-all economic program of the French Government. Our aid is 
designed to meet the offshore requirements of that total program, both 
economic and military. 

As I say, it isa matter of many months of calculation in which we 
use military, economic, French, and American experts in Paris in the 
French mission and in the office of the special representatives. We use 
the people in the offices of the organization for European economic co- 
operation. 

These calculations are gradually brought into synchronization with 
each other and the figure that comes out is a most detailed economic 
analysis and estimate. 

It is, of course, an estimate, and is our best estimate based on our 
5 years of experience, based on what they need and the way they will 
use it. 
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Senator Winey. I think that is all. 
Senator GREEN (acting chairman). Senator McMahon. 


DIFFICULTIES IN PRODUCTIVITY EXPANSION IN EUROPE 


Senator McManon. Mr. Foster, this plan for increasing produc- 
tivity in Western Europe is not going to be easy, is it 4 

Mr. Fosrer. No, sir. That is a very difficult and probably the 
most difficult job we have ever faced. 

Senator McManon. The attitude on the Schuman plan and the Eu- 
ropean Payments Union was very obstructionist, as you know. I 
should think this business of trying to turn the cartelists into the com- 
petitive system is going to challenge the ingenuity of the organiza- 
tion; do you not think so? 

Mr. Fosrer. I agree with that, sir. We have seen in the past just 
what you have referred to. This is changing deep-seated, historic 
points of view, and is much more difficult than changing a machine. 
We have begun to make some progress. We have been working at 
it all during these 3 years and we hope to affect the more progressive 
leaders under the greatest stimulus of the need of rearming. 

Only through this greater production and productivity will we be 
able to do both jobs: Have enough to maintain a decent standard of 
living and also get more military and economic production and con- 
tribution as well. 

Senator McManon. Their whole theory seems to be to restrict pro- 
duction, divide it one with the other, and secure a large profit on a 
small number of items. 

Mr. Fosrer. Yes, sir. 

Senator McManon. As compared to our philosophy of mass pro- 
duction and mass consumption. 

Mr. Foster. The idea ef the expanding economy is a very difficult 
one to sell in Europe to many of the leaders who have been brought up 
in the philosophies you have just outlined. 


IMPORTANCE OF MAINTAINING ADEQUATE LIVING STANDARDS IN EUROPE 


Senator McManon. I was impressed in talking with many of the 
leading statesmen of Europe, and I am sure the committee was, too, 
in learning their stated belief that they were to make a full-scale arms 
effort, that it was highly necessary. While they could not expect just 
as much butter than if there were not an arms effort, that still in all the 
living standard should not be allowed to depreciate to the point where 
the Communists would take advantage of that situation. 

We found that in Italy, in France, in Turkey, and in Greece. While 
I am sure there was self-interest behind the statements of the leaders 
in these countries, they gave the opinion that if they were going to 
stay in power and be able to boost arms production, that it would be 
more certain of success—which is an understatement—if the living 
conditions of the country were not allowed to go to pot, and back to 
the standards of 1946 and 1947. 

I presume that that is what is at the basis of this request, is it not? 

Mr. Foster. That is right, Senator McMahon. Unless we are able 
to maintain at least a reasonable level of living, the rest of the build-up 
would probably not succeed. 
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As you have well pointed out, we have brought this back to levels 
just about equivalent to prewar. Inthe U nited States, in comparison, 
the consumption levels are 35 percent higher than prewar. In Europe 
they are just about back to what they were prewar. If we were to 
take out of those living standards a substantial military build-up we 
will create conditions of hardship in many of these countries. If 
you create conditions of hardship we may find ourselves back in the 
conditions of 1947 and 1948, which as we all know led to the progress 
that the Communists made from inside and through which they took 
over the labor unions of France and Italy completely. Out of that 
situation we may well have lost those two great countries if we had 
not helped them. 


SACRIFICES MUST BE MADE BY ALL 


Senator McMauon. On the other hand, I think you will agree with 
me, if they are unwilling to make some sacrifice for liberty and free- 
dom in their living standards, that would indicate the impossibility of 
our coming from the outside to do the job that has to be done for them, 
do you not think ? 

Mr. Fosrer. I think that is right, sir, and I think that almost all 
of the countries and peoples have faced up to that and within their 
judgment of what they can stand have made steps toward it. They 
do recognize that we are in this together and that they must give up, 
as we hav e, some of the things we would have liked to have maintained. 

I think ‘the difference is that we have that greater spread out of 
which to give it, and I think that it is in our long-term self-interest, 
as well as theirs, to do this thing jointly. 

Senator McManon. I think the peoples of the world and particu- 
larly our allies should be told that we are cutting back on civilian pro- 
duction and that we are preparing to bear greater taxation and to 
make sacrifices all the way along the line. 

I think it would be a P aaan thing for the missions that you have 
abroad to emphasize that fact. 

I think that the Europeans probably are not as aware of that as 
they might be. It is a perfectly human, natural sort of a reaction, 
but nevertheless I think it should be hammered home. I think the 
Voice of America should hammer it home. 

Mr, Foster. I agree with that, sir, and I have made a point of 
making a trip to Europe every 2 or 3 months in order to talk to the 
leaders over there and to bring that rather forcibly to their attention. 


METHODS OF ALLOCATING ASSISTANCE 


Senator McMaunon. I would like to have put in the record, Mr. 
Foster, if you are able to do it at this time, the exact mechanics of 
going to a manufacturer and proposing to him, or getting proposals 
from him, perhaps, as to what he is willing to do in order to receive 
assistance. 

Are those exact plans drawn up? 

Mr. Fosrrr. I think, Senator McMahon, that the 23-page docu- 
ment which I will supply in response to Senator Green’s request will 
give a good many of those details. 

It is a general outline of how we would proceed on this plan. 
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I would say we have gone further than that outline because I went 
to Europe in June and had a meeting with all our mission chiefs in 
Copenhagen to get from them the particular way in which this 
general program would apply to their particular countries. There 
are distinctions as between countries. 

I doubt that those individual plans would be of use to you. I think 
this general one would give you what you want, and I will be happy 
to supply it. 

Senator McManon. Thank you. 


EXCERPT FROM GENERAL MAC ARTHUR'S SPEECH TO CONGRESS 


I was reminded, in connection with your statement concerning 
your hopes in the east for this program, of a speech that was made 
before the Congress on April 19. It was a part of the speech that 
was received without any wild enthusiasm. It was the part of the 
speech that impressed me the most. 

Iam going to read just a couple of paragraphs. 

The Cuarrman. Whose speech is it? 

Senator McManon. General MacArthur's. [ Reading: | 


Mustering half of the earth’s population, 60 percent of its natural resources, 
these peoples— 


he means in the east— 


are rapidly consolidating a new force, both moral and material, with which to 
raise the living standard and erect adaptations of the design of modern progress 
to their own distinct cultural environments. Whether one adheres to the 
concept of colonization or not, this is the direction of Asian progress, and it 
may not be stopped. It is a corollary to the shift of the world economie fron- 
tiers, as the epicenter of world affairs rotates back toward the area whence it 
stood. 

In this situation it becomes vital that our own country orient its policies in 
consonance With this basic evolutionary condition rather than pursue a course 
blind to the reality that the colonial era is now past and that the Asian peoples 
covet the right to shape their own free destiny. What they seek now is friendly 
guidance, understanding, and support, not imperious direction; the dignity of 
equality, not the shame of subjugation. Their prewar standard of life, pitifylly 
low, is infinitely lower now in the devastation left in war’s wake. World ideolo- 
gies played little part in Asian thinking and are little understood. What the 
people strive for is the opportunity for a little more food in their stomachs, a 
ljttle better clothing on their backs, a little firmer roof over their heads, and 
the realization of the normal nationalist urge for political freedom. 

These political social conditions have but an indirect bearing upon our own 
national security but do form a background to contemporary planning which 
must be thoughtfully considered if we are to avoid the pitfalls of unrealism. 


You remember that, Mr. Foster ? 

Mr. Fosrer. Yes, sir. 

Senator McManon. Thank you very much, Mr. Foster. 

The CuatrMan. Senator Smith? 

Senator Smirn of New Jersey. Mr. Foster, I want to say that on my 
last trip abroad I had occasion to confer at some length with both Mr. 
Milton Katz and Mr. Tyler Wood, and I was very much impressed 
with the information they gave me. One thing I would like to bring 
out here, which I am asked about fr equently, is the relation of the 
original Marshall plan to this new program. I will ask you one or 
two questions on that score. 
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DURATION AND MAGNITUDE OF FOREIGN AID 


The old ECA plan was to terminate in fiscal 1952. We are virtuall 
terminating that now with the undertaking of this new legislation. 
Is that correct ? 

Mr. Foster. Yes, sir. 

Senator Smrru of New Jersey. This new plan, which is a combina- 
tion military and economic endeavor, according to the testimony of 
Secretary of State Acheson and Secretary Marshall, is slated to run 
for about 3 years. The round figures they gave were that it was to 
run in the neighborhood of $8 billion a year for 3 years, a total of 
$24 billion. I understood that that included the economic as well as 
the military side. I am wondering whether you are figuring on what 
might be called a 3-year plan as ‘compared ‘with the 4-year plan we 
had in the original ECA program. 

Mr. Fosrer. No, sir; we haven't figured in definite terms of that 
character, because we did not know what the legislation would be 
which would come out of this session of Congress. It is our feeling, 
however, that the amount of economic aid which would be necessary 
to support this large military program overseas would be of the 
general magnitude of what we have this year, and so long as it per- 
sisted would probably be required, although we had hoped that even 
in that support form it might have t: ipered off a little over the next 
2 or 5 years. 

Senator Smrri of New Jersey. My question would be specifically 
this: According to this plan, just giving round figures, this program 
calls for $6,200,000,000 of the total program for the military and 
$2,300,000,000 for the economic end of the program. Now, the mili- 
tary people think they will need to run along at about the same rate for 
the next 2 years, totaling a maximum of so much. I am wondering 
whether you feel the economic end will have to maintain an altitude 
between 2 and 8 billion dollars for the next 2 years after this, the 
next 3 years altogether, i in order to keep the ‘military on the plane 
that they are aiming at. 

Mr. Foster. I think about that level, Senator Smith. 


CHANGING NATURE OF ECONOMIC AID 


Senator Smitru of New Jersey. Then the next interesting question 
is this: How will the nature of the economic aid during the next 3 
years differ from the type of economic aid you have been giving 
during the first 4 years of the Marshall plan, where you sought to 
rehabilitate these countries and get them back on a self-sustaining 
basis? I think you told me once that had it not been for this militar y 
crisis we probably could have wound up and turned Europe loose 
on her own, practically, in fiseal 1952. 

Mr. Foster. I think that is right, sir. We have made some esti- 
mates on a very “iffy” basis as to what would have happened where 
it not for Korea, and I think that, except for perhaps four countries, 
by fiscal 1953 there would have been no need of any further eco- 
nomic assistance. I think that the amount of economic assistance 
in this bill for which we are asking authorization now is very 
sharply reduced and is of the magnitude perhaps of six-hundred-and- 
some-odd million dollars. 
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It is very difficult to make it absolutely specific. Out of the present 
pill, even, the amount of economic recovery assistance, the amount 
of assistance in terms of the original bill, would have been reduced 
very sharply below any estimates that any of us had when the pro- 
gram was set up, and ‘certainly by June 30, 1952, there would only 
be required perhaps assistance to three or four countries in a very 
modest amount. 

Therefore, the amount which we now feel may be necessary for the 
next 8 years is almost entirely attributable to the support of the 
military program and the support of the maintenance of the import 
of commodities and equipment which, along with the increased mili- 
tary program, will maintain reasonable living standards. 

I don’t know whether I have answered your question. 

Senator Smiru of New Jersey. You have indicated the direction 
in which the new economic aid would go. Will we have tables indi- 
cating the breakdown and categories of the aid we are giving to the 
different countries as part of this military-economic plan ? 

Mr. Fosrrr. Yes, sir; we can give you that. 


REASON FOR FUTURE NEED OF ECONOMIC ASSISTANCE 


Senator Smirn of New Jersey. I am asked, Why do we need to 
give economic aid? Why can’t we cut out all of the ECA aid in the 
future, or what is the successor to ECA, and simply give military aid 
because of this military crisis ¢ 

Mr. Fosrer. I will answer in very general terms, in a sentence, and 
then in detail we will give you the specific commodities. The in- 
creased military program does two things One, it cuts down their 
ability to export and thus earn dollars to buy the things which they 
need, and it cuts down the amount of equipment they have available 
to use for producing nonmilitary products. With a large military 
program you automatically create additional requirements in eco- 
nomic assistance in order even to go on with the miiltary program. 

Senator Smirn of New Jersey. That is what I wanted to get 
emphasized. I agree with you entirely. In the discussion we had 
abroad I was sold that idea very clearly, but I want our record to 
show that so we can answer the question, Why do we have to go on 
further with economic aid just because of the military crisis? I think 
the more we can expand that and develop it, the more effective our 
argument will be for the program as it is contemplated. 

Mr. Foster. We do plan to spend a good deal of time on the details 
as to the particular countries and as to the problems under title I. 


NEEDS OF COUNTRIES VARY 


Senator Smrrn of New Jersey. Under the pending bill are you 
planning any economic priorities either for countries or special cate- 
gories, or do you figure that the whole thing will be leveled off and each 
area will get its proportion of the total? I am not quite clear how 
you are dealing with that question. 

Mr. Fosrer. I am not quite sure of your question, Senator. Do you 
mean in what form the priorities would be as to particular countries? 

Senator Smirn of New Jersey. I wondered whether you had in 
mind any particular situations. Is the French situation or other areas 
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in this military production program going to require a little special 
attention ? 

Mr. Foster. Yes, sir. There are great differences as between the 
needs of particular countries. In some countries the economy is 
preity well strained with great inflationary pressures, with full em- 
ployment, with little opportunity for additional production. In 
other countries they have underemployment; they have available 
resources in terms of manpower and facilities, and therefore we must 
pay particular attention to the way in which we handle those econo- 
mies which are strained pretty tight. 

France is an example of an economy that is strained very tight, and 
that is one of the reasons that this substantial amount of aid is re- 
quired in order to accomplish the programs that are laid out by the 
military and by our economic people. 

Senator Smirna of New Jersey. Let me interrupt you just a minute 
in that connection. When we were in Italy, it was called to our at- 
tention that Italy was suffering from a nonemployment of 2,000,000, 
They were wondering whether we would not divert to Italy some of 
the war production needed for the over-all Atlantic group. I was 
wondering how a problem like that would be handled, whether Italy 
ought to have the contracts, or France. 

Mr. Foster. That is a team operation, and it does take in the mili- 
tary, economic, and political. Italy is on the other end of the spec- 
trum to some extent, and it will be our purpose to get into Italy such 
production as is possible in order to (1) take advantage of the ability 
to produce which we need in order to make this rapid build-up and (2) 
to tend to meet this unemployment problem, the solution which will 
contribute to the economic stability. We are making a good many 
plans toward that end, and I think we are moving to a point where 
our program will become quite effective. 

There have been some rather substantial private contracts placed 
by American defense production people in Italy. There will be cross 
contracts within Europe itself placed in Italy, and both of those 
things will tend to meet this problem in Italy to which you have re- 
ferred and also to get us more goods in shorter time. 


DURATION OF ASSISTANCE PROGRAMS 


Senator Smirn of New Jersey. Can you look ahead to a possible 
3- or 4-year period when we will have these countries in production for 
the necessary war matériel so we won't have to carry a large program 
to keep on assisting them, assuming that the war menace is held off ? 

Mr. Foster. That is certainly a hope. I don’t know whether it is 
3 years or what the exact period is. I think in 3 years you can make 
a great start toward that. This period is one of a great build-up of 
capital investment in terms of major end items which these countries 
would be incapable of producing themselves. By giving that large 
build-up out of our resources at this time, and by continuing eco- 
nomic assistance to build up their own productive facilities, we do 
make it possible for them to provide some of the maintenance equip- 
ment on some of those major end items, and to continue to keep their 
own production plant in order so that they can export matériel 
through which they will earn enough to buy the replacement parts of 
those major end items. 
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I would hope that it could be done so that they would be self-sup- 
porting to a considerable extent in 3 years. We are encouraged in the 
belief in their potentialities by what has been accomplished in the 
last 3 years under the Marshall plan. The dollar gap has been cut, as 
[ mentioned in my testimony, from 81% billion dollars in 1947 to about 
1 billion dollars in 1950. Now we are putting this new load on, which 
will increase the gap again, but if we do it wisely and if they put the 

same energies into it, I would hope that we would have the same suc- 
cess in this military build-up, after which they can be self-supporting 
in that regard as well. 

Senator Smiru of New Jersey. You can’t comment, finally, on 
whether the $24,000,000,000 figure over a 3-year period has been 
worked out by your people at this point ? 

Mr. Fosrer. We have contributed in these calculations, Senator 
Smith. Of course, the military must make the military plans. So far 
as the economic part of it goes, we have been in on the discussions of 
the ability of the European countries to be in that position in time. 
We would concur in the estimate that it will take about that program 
over the next 3 years. 


ALLEGED DISCRIMINATION IN MOROCCO 


Senator Smiru of New Jersey. There are some other questions I 
have been asked. Here is one which interests us and gives us a lot 
of headaches. During the consideration of the ECA legislation in 
the last session of Congress, considerable emphasis was placed on 
French discrimination against United States trade in Morocco. Has 
the situation been corrected, or does this committee have to consider 
that situation again this year? 

Mr. Foster. The Morocco situation was, sir, referred to the Inter- 
national Court of Justice at The Hague, and is in that status at the 
moment. I would prefer, if I may, to refer that one to the State 
Department, who at that point took over the question of discrimina- 
tion. We have continued to give aid to France, as you know, under 
the legislation as we interpreted it. 


SOUTH KOREAN RECONSTRUCTION 


Senator Smrru of New Jersey. Have any specific plans been made 
so far as your organization is concerned for the reconstruction of 
Korea? Is that going to be a part of your program, or is this Korean 
program something separate and apart from what we are discussing 
now? 

Mr. Foster. No, sir. We have liquidated our Korean Division. 
We have turned over the balance of the funds available, or the bal- 
ance of the funds available are proposed in this bill to be turned over, 
to the new relief administration for Korea, which will be under the 
United Nations, and we have no further direct responsibility in that 
connection. We expect that a good many of our yeople who are 
trained there will join the new administration, but so far as ECA goes, 
we have concluded and liquidated our responsibility. 

Senator Smiru of New Jersey. That will be a United Nations en- 
terprise to which the United States contributes? 

Mr. Foster. That is correct; and in this bill we ask for not only 
the right to turn that $50,000,000 over to that United Nations agency, 
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but also we ask for an appropriation of $112,500,000 additional to 































make up what has been suggested as the United States share toward I reca 
that reconstruction. count 
Senator Smrru of New Jersey. Thank you. Deliv 
That is all, Mr. Chairman. are lo 
The CHarrman. You mean in addition to the $50,000,000 you are of the 
going to turn over to them? terms 
Mr. Fosrer. Yes, sir; that will be $162,500,000. of Ja 
The Cuatrman. Senator Sparkman ? thous 
Senator SparKMAN. And that additional $112,500,000 is carried in den 
this bill also? truly 
Mr. Fosrer. Yes, sir. That is in the $375,000,000 for southeast many 


aid 1 
here. 
whicl 
aren't 
celvil 


Asia. 
Senator SpARKMAN. Yes. 


RESPONSIBILITIES OF ECA 


ih EDN REN CARESSED Be 4, 2 


When the ECA started, it did start as a European operation, did 
it not? 
Mr. Fosrer. It started as a European recovery program, but we 




















did have under the same bill, sir, the general China Aid Act, and we FF 

were asked to administer that as well. m= Iw 
Senator Sparkman. And then did not Congress make other ex- [§ tor 5 
tensions as we went along? me cont 
Mr. Fosrer. Congress made other extensions under which we got [% ° 5° 
these additional responsibilities i in other parts of the Far East. om ° per 
Senator SparKMAN. Is the money to be used in the point 4 program, FF ECA 
technical assistance, all included in here? my prod 
Mr. Foster. All of those funds are in this same bill. 3 Mr 
Senator Sparkman. In other words, this does not represent, neces- 4 tor © 
sarily, a departure from what we have been doing heretofore, but [7% 2S! 
what you are really doing is incorporating all of it into one bill; i I did 
that right? me of Et 
Mr. Foster. That is correct, sir; so that it could be looked at as [9 3° 
a single package, and it did incorporate other responsibilities and Mr 
activities than the ECA activities, namely this Technical Coopera- + I was 
tion Administration set of funds, and we would only operate in three [J for tl 
or four additional countries if this bill were to be passed the way it great 
has been presented to you. that, 
Senator Sparkman. I believe that is all, Mr. Chairman. devel 
The Cuatrman. Senator Hickenlooper ? a IN 
 addit 
POSSIBLE REPAYMENTS IN RAW MATERIALS : a 
Senator Hicken.oorrr. Mr. Foster, in connection with the ECA [| #®ssis' 
activities in Asia and the Middle East and other places where these [7% '° ! 
‘aw materials are abundant and have not been tapped, is there any | § Whol 
a by which we may receive some payment out of raw ma- [@ 
terials for our effort and our aid? oe te 
Mr. Fosrer. Yes, sir. The only present program which is definite [}**s'S 

and functioning is the program through which we receive return in [7 

scarce materials for advances in the overseas territories of the metro- [7 
politan countries. ECA, under its existing legislation, was author- So 


ized to enter into development activities of that sort. We have, as 
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= te I recall the figures, $90,000,000 of such funds, partly dollars, partly 
© counterpart funds, which are to be repaid in strategic materials. 

Deliveries on only a few of those have started because most of them 

© are long-term contracts. They cover up to 20 years. I think some 
uu are fee of the contracts which are already beginning to pay us a return in 

terms of actual deliveries are the bauxite developments on the islands 

F of Jamaica, where, during fiscal °51 we will receive several hundred 

-) thousand dollars’ worth of such repayments. 
ied in ‘ Senator HickenLoorrer. The idea I had in mind is, we hear—and 

truly so, I think—of the tremendous untapped raw materials in so 
theast |) many of these undeveloped areas in the world that we are proposing to 

'} aid in one way or another. This money is going out of our pockets 

here. It would seem only reasonable that out of these raw materials 

» which exist in such abundance in other parts of the world, and really 

 aren’t developed now, we might develop some sort of a device for re- 

>) ceiving some compensation at some point for what we are doing. 
n, did 

x NEED FOR CONTINUED ECONOMIC ASSISTANCE BECAUSE OF 
ut we MILITARY PRODUCTION 
nd we & ’ ‘ : 

> Iwas interested in Senator Smith’s question—lI believe it was Sena- 
sy ex. | tor Smith; anyway, someone asked you—about the necessity for the 

)) continuance of ECA now, when production in Europe is 144 percent 
-e got [jy or so above prewar in industrial operations and agriculture is up some 

9 percent above prewar. Is it necessary, in your opinion to continue 
cram, |) ECA operations there largely because of the increased activities in war 

"} production that they will be called upon to make? 

' Mr. Fosrer. Yes, sir. I would like to make this distinction as Sena- 
neces. fm tor Smith asked whether there was a need for continued economic 
». but pe assistance from the United States. I responded that I felt there was. 
ill: is | J did not in that connection say there was a need for the continuance 

3 of ECA itself. 
at as | Senator Hickenwoorer. It is all the same stripe. ; 

s and pa, Mr. Foster. I explained that, because on the other side of the Hill 
ypera- fam I was questioned on that point. I do feel that there is a definite need 
three e. for the continuance of that assistance which has been occasioned by this 
vay it | greatly increased load of new military production. If it were not for 
. )# that, it certainly is my thought, based on the estimates that we have 
|} developed, that by next June, which was the regularly established ter- 

} mination date of ECA, there would have been the need for only a little 

|» additional economic assistance, and only to three or four very special 

, ® hardship countries. And even in this present bill, if it is pcestle to 

| @ separate out the purely economic assistance from the military-support 
ECA /§ assistance, it would be a rather sharply smaller requirement, and there, 
these fe too, it would be only necessary in the case of some countries, not the 
any | Whole group of countries. 

v ma- | As you know, we have even under present circumstances suspended 
> or terminated aid to four of the countries to whom we had been giving 

efinite | 2ssistance up to this time. 

unin 

netro- i ADMINISTRATION OF THE PROGRAM 

uthor- BB : ; x Tas i 

aaa Senator Hickren oorrr. Mr. Foster, based on your experience with 


ECA and its substantially independent operations in this sphere, do 
you have any opinion or judgment as to the practicability of setting 
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this particular program up under an independent agency; and if so, 
to what extent could it be set up, or what phases of it would be included) 

Mr. Foster. Senator Hickenlooper, I will have to take a little time 
on that, if I may, because I think that there are a number of judg- 
ment factors in that. h 

A, ne, it seems to me that this program consists of several segments, 
First, you have the largest and most important segment, which is the 
military portion of this program. I do not think that an independent 
agency separated from the military could do certainly the military 
planning, certainly the military procurement, certainly the military 
scheduling, certainly the military cooperation with the other countries 
that is necessary to achieve our mutual objectives. 

The economic part of the program, on the other hand, I believe must 
be separate from the military, because I do not believe the military 
could make the same economic judgments, would have the same rela- 
tions with the other governments, that ECA now has in determining 
the load that these countries could bear, the changes they should make 
in their economic and financial policies. 

Senator HickeNn.oorer. You have a background of experience on 
that. 

Mr. Fosrrr. We have a background of experience, and they are 
separable. F 

The third factor which I think we have to recognize is that both of 
these programs must be within the foreign policy of the United 
States. In the ECA bill a segment of foreign policy is, of course, set 
forth. In our independent activities we have been guided by those 
stated objectives which are foreign policy made by the Congress and 
the President and accepted as such. In addition there have been new 
factors on which we had to necessarily be guided by the President and 
the State Department before we could operate independently. 

Now, I have several very strong convictions in this field. No. 1, 
I think that the operating responsibilities which can be carried out 
by those two agencies can, under present circumstances, be best car- 


ried out by the maintenance of the independence of that operation. § 


Second, and I have stated this publicly on a number of occasions, 
as you just implied in one of your comments, I think we have got an 
experience in terms of people and in terms of relationships between 
our Government and these other governments. We have got in those 
two things assets which it would be shameful to waste at this time. 

Therefore, any new set-up under which this is carried on in my 
opinion should have those two major assets of the United States pre- 
served ; one the independence of operation, so that you have authority 
and responsibility to get specific jobs done; and second, the utilization 
of peoples and experience and good will which has been established in 
the relationships of these 3 years in the economic sense and have been, 
of course, in the military sense developed over a long period. 

The third, which is a corollary of the second, perhaps, is that I am 
very hopeful that the Congress will make a prompt decision on how 
they are going to proceed with this, because as an administrator I must 
state that with the uncertainties of today it is very difficult to kee; 
your best people happy and on the job. They are fearful that there 
may be major changes which would make it incumbent on those peo- 
ple to get new jobs. 
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Now, there are several ways to accomplish the continuance of the 
parts of this bill which I have referred to in terms of military and 
economic activities. Those are judgment factors, and I will be glad at 
any time to discuss some of those ways, but I won’t take the time s of the 
committee now unless you would like me to. 


WHO SHOULD HAVE CONTROLLING VOICE 


Senator Hicken.oorer. Well, my question is largely based on 
whether the State Department should have the controlling voice in the 
operation of this program, because they say it is a one-pac ‘kage bill and 
they have intermingled the military and the economic assistance in the 
thing or whether it should, in fact, cease to be a one-package bill and 
be divided into three segments of authori ity ; or whether it should be a 
completely independent operating agency with, of course, the military 

recognized as an authority in the technical fields of military opera- 
tions. 

Mr. Fosrer. Well, sir, I think the purpose of the bill being one 
package was so that the Congress could appraise what the pac ckage 
contained. There is no attempt in the bill to take away the independ- 
ence of the Economic Cooperation Administration or the Adminis- 
trator. The Administrator is directly responsible to the President and 
is independent of direction of the St ate Department. 

Of course it is today, and always has been, incumbent on the Admin- 
istrator of ECA, and the Administration as such, to undertake its 
activities in conformance with basic foreign policy. ‘That has always 
been done, so that I think there is no change in that, sir, in this pack- 
age. I know I speak for the State Department in this, that there is no 
attempt to take over and control the economic activities in any way 
that is different from what we have operated in the past. 

Senator HickenLoorer. I am concerned, and have been for some 
time, at the vast increase in the operational functions of the State De- 
partment as compared with the diplomatic phase of the State Depart- 
ment. They have become, in my judgment, a very vast operational 
agency now, and perhaps their operational functions may be smother- 
ing their diplomatic functions in some way. I may be wrong about 
that, but it is an impression I have. It seems that their movement into 
the operational field is growing eaeh year. Whether this would be an 
addition to the operational activity of the State Department or not I 
am curious to find out about, naturally. 

Mr. Foster. I think they do, Senator Hickenlooper, a much larger 
coordinating operation, if you want to call it that, in that it has been 
necessary to continue the philosophy which was established last year 
by the Congress in setting up MDAP, namely, a coordinating method 
which is now called the International Security Affairs Committee. 

That has its Sees ation in the State Department and it is chaired by 
Mr. Thomas Cabot, who will appear before you in due course, whose 
job it is to make sure that these operating programs fit together, and 
to make sure that they are in conformity with foreign policy and bal- 
anced in order to achieve our objec tives. 

Now, that coordinating committee is not an operating committee in 
the sense of directing either the military or ECA, and if that com- 
mittee is unable to agree on the coordination at that level, it is passed 
up to Secretary Acheson and Secretary Marshall and myself, and if 
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we can not agree, it goes to the President. But it does bring together 
on one forum many estimates which we may arrive at independently 
and which may not agree with the military and which may not agree 
with some of the political implications. So there is not a directing 
agency, but it serves as a forum through which we can discuss out 
where we are going and how. 

Senator Hicken.ooper. I think that is all, Mr. Chairman. 

The Cuarrman. Senator Gillette? 

Senator Gitierre. Mr. Chairman, Mr. Foster: The ground has been 
very well covered in the interrogation of my colleagues here, but there 
are two or three matters on which I want your help. 


TERMINATION OF ECA 


As I understand the situation, if this legislation is not passed your 
organization will go out of business June 30 next, 10 months from 
now. 

Mr. Foster. That is correct, sir. 

Senator Gitierre. And if this legislation is passed it will perpet- 
uate your organization for what length of time? 

Mr. Fosrer. There is no time set, sir. The legislation simply re- 
moves the present termination date, so it would be subject to the Con- 
gress; and it is necessary, under our legislation, each year to obtain 
a new authorization and a new appropriation, so I would assume 
that that would be taken up year by year as it has been in the past. 

Senator Gituerre. That is the point I wanted to emphasize. It 
removes any terminal date. 

Mr. Foster. That is correct, sir. 

Senator Gitterre. So that it will be continued in the absence of ac- 
tion by Congress without any termination date ? 

Mr. Fosrer. It would require aflirmative action by the Congress 
each year, sir, even though the terminal date were removed. 

Senator Gruterre. Your organization, when it was set up under 
the Economic Cooperation Act. of 1948, had these three duties: First, 
promoting industrial and agricultural production, increasing pro- 
ductivity, maximum employ ment, and freedom from restrictive busi- 
ness practices in participating countries; second, furtherance of res- 
toration or maintenance of the soundness of the budgets and finances 
of European countries; third, facilitating and stimulating the growth 
of international trade of participating countries, including reduction 
of barriers which may hamper such trade. 

Even if we pass this legislation, that authority will continue, will 
it not ¢ 

Mr. Fosrer. Yes, sir. 

Senator Gitterre. And you can expend any of this money that is 
made available to you in any of those areas ? 

Mr. Foster. Yes, sir. 





STATU 





S OF ECA FUNDS AT PRESENT 


Senator Gitterre. How much money did you state you had left 
over from the appropriations that have been made available to you 
heretofore? 

Mr. Foster. Well, the money that was left over under the India 
Act has been taken for the purpose of the loan to India to provide 
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grain. We actually, during the course of the year, out of the money 
that we originally had appropriated, have used roughly $ $360,000,000 
for purposes that were not contemplated when the act was passed. 
Those uses, of course, have all been agreed upon and directed by the 
Congress, but had it not been for the changes we would have had 
$360,000,000 left over. 

Senator Gitterrr. My question is, Mr. Foster, What funds do you 
have available now ? 

Mr. Foster. They are all taken, sir, by the India Act at the end of 
the fiscal °51, so we have no funds. 

Senator Gitterre. You have no funds whatever / 

Mr. Foster. The only funds we are operating on are the funds 
under the continuing resolution which was passed for all the agencies 
to cover the month of July. 

Senator Gituerre. That is for administrative purposes. 

Mr. Foster. No, that is for program too, sir. 

Senator Gitterre. The provision that was made under the original 
act for, let’s see, $262,500,000 for economic and technical assistance in 
certain Asiatic countries, is there any balance under that? 

Mr. Foster. No, sir; that is all used too. 

Senator Gitterre. Under the China Aid Act of 1950 

Mr. Foster. Yes, sir. 

Senator Gutterre. That is all used up? 

Mr. Foster. Yes, sir, and actually there was added to that $75,- 
000,000 for which we asked the Congress in the special session last 
fall as a transfer from the European fund to that same area, and 3 
percent was about $75,000,000, 

Senator Gunterre. Then I repeat, that you do not have any unex- 
pended balances in any of these appropriations that have been made 
available to you as of now ? 

Mr. Fosrer. No, sir, we have none—unexpended, but not unobli- 
gated. 

Senator Gittetre. That is an entirely different field. 

Mr. Foster. 1’m sorry; I misunderstood your question, 


UNEXPENDED BUT OBLIGATED FUNDS 


Senator Gitterre. How much unexpended balance do you have? 

Mr. Foster. We have a pipeline, of course, which is about $1,500,- 
000,000. 

Senator Gitterre. That you have unexpended, but that you say is 
obligated ? 

Mr. Fosrer. Yes, sir. 

Senator Gitterrr. And obligated for the purposes set forth in your 
authority ¢ 

Mr. Foster. That is correct, sir. 

Senator Giuterre. Are those obligations made in a way that they 
are firm, and that you cannot avoid them ¢ 

Mr. Fosrrr. Yes, sir. 

Senator Brewster. Will the Senator yield? 

Senator Gintetre. Of course. 

Senator Brewster. I have their report here, which shows estimated 
unexpended balances as of June 30, 1951, $6,480,000,000, 

Mr. Fosrer. I’m sorry, sir; that can’t be right. 
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Senator Brewster. That is in the report, a memorandum here of 
this committee of very recent date, dated July 27, 1951. 

Dr. Witcox. That is not our committee; that is the House Foreign 
Affairs Committee. 

Mr. Fosrrer. That includes not only economic assistance, but also 
military assistance under MDAP. Senator Gillette asked me about 
our particular act. 

Senator Brewster. I thought he asked you about the over-all figure. 

Mr. Fosrer. A billion and a half under the Foreign Assistance Act. 

Senator Giutterre. Is unexpended at the present time and is ob- 
ligated and under such firm obligations that you cannot escape from 
it ¢ 

Mr. Fosrer. Well, no. Some of them may be subject to deobliga- 
tion because of changing conditions. We always have the right to 
stop aid to certain countries if certain things happen that are not 
in accordance with the law. That is obligated in the sense that con- 
tracts have been either placed under it, the goods are perhaps being 
shipped, or they have been obligated to countries who are at this 
time placing contracts under those obligations, which they could not 
place until we had told them that we would give them the money for 
it. 

(Further information was supplied the committee subsequently. ) 
FINANCIAL STABILITY HERE AND ABROAD 





Senator Giriterre. Your fourth purpose in your statement this 
morning was: 
In a few countries a marginal amount of food or materials will continue to 
be needed to maintain minimum living standards and to counter spiraling prices 
to the farmers and workers. 

Do you conceive that to be an additional objective that you have? 

Mr. Fosrer. Well, I consider that, sir, to be part of the objective to 
which you referred in developing stability within those countries, 
in promoting recovery. 

Senator Gitterre. I am quite sure that you as a citizen of the 
United States have some thought to the stability of American fiscal 
affairs, do you not? 

Mr. Fosrrr. I believe I can state I have, sir. 

Senator Gitterrr. The reason I am asking you these questions, and 
the reason that I am going to insist during ‘these hearings that there 
be details spelled out, is that I don’t want these agencies, and I have 
every respect for them, reaching up in the air and pulling down a sum 
of money and saying “This is what we would like to have” or “This 
is What we could ‘spend to advantage.” 

This one bill here, Mr. Foster, will mean $168,000,000 from my 
people in the State of lowa. It will mean $1,680,000 from the people 
in my home county for your purpose alone. We members of this 
committee, along with you, will have in mind what these demands 
are going to mean on our people, and I am sure that you will agree 
that we would be derelict in our duty if we did not demand spec ifica- 
tions, 

Mr. Fosrer. I agree thoroughly, sir, and we are prepared to go into 
any detail that you want. We believe we can justify it on that basis, 
and we have in the suc ‘eecling witnesses the figures to do that for you. 

Senator Guterre. That will be very helpful. 
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ADMINISTRATION OF ECONOMIC AID 


Is it your opinion, Mr. Foster, that it will be necessary to maintain 
intact an intricate organization such as you have in order to carry on 
this work along with the military / 

Mr. Foster. Yes, sir; I believe it will be necessary to have an or- 
ganization of at least this type. It may not be necessary to carry on 
ECA as such, but as I said earlier, I believe we have the methods and 
the people who can do this job which I consider so essential. 

Senator Gitterre. And you think that the military could not carry 
on a program of the application or the expenditure of military assist- 
ance in the countries of Europe without the aid of your organization 
and its indefinite continuance ? 

Mr. Foster. Well, I will have to separate that out again a little 
bit. I believe the military needs the kind of additional approach that 
has been developed under the activities of the ECA. I believe, there- 
fore, that in order to do this military job properly, it would be neces- 
sary to associate with the military plans an organization of this type 
in order to do this job effectively. 


COMPETITION AND MARKETS 


Senator Gitterre. Just one more thought: Of course everyone is in 
favor of raising the standard of living throughout the world. It is 
« desirable thing, and we have contributed ver y generously toward it. 
But should we not have in mind that even while we do this to support 
a military exigency, we are building up competition for the future for 
American industry and its progress ? 

Mr. Fosrer. Yes, sir; but we are also building up markets for Amer- 
ican industry, which I think is even more important, and I think that 
this is a two-way street. We have built up markets for our own ex- 
panding trade. We cannot remain static in the United States unless 
we are able to develop the need for many of the goods we produce. 
Our own industries over the period will also suffer, so that it is in our 
own interest as well as in the interest of the people whose living stand- 
ards we improve. 

Senator Gitterre. You are of the opinion that while we are build- 
ing up competition, we are also building up an expanded market for 
our own country ¢ 

Mr. Fosrer. That is correct, sir, and America has never been afraid 
of competition. 

Senator Grutetre. That is all, Mr. Chairman. 

The CHarrmMan. Senator Brewster ? 


COST TO UNITED STATES TAXPAYER 


Senator Brewster. Mr. Foster, your representative in Europe is 
Mr. Katz. Mr. Katz opened his statement to us as to how he for- 
mulated this program of European aid with a statement to which at 
any rate I took some exception. I would like to read it to you, and 
see whether or not that is the basis on which that program is to be 
developed. This is Mr. Katz speaking: 

Senator, here is the way I have looked at the problem of whether, according 
to the last income-tax figures 
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The Cuarrman. Isn’t that classified ? © : 
Senator Brewster. This was material which was secured by our s 
subcommittee while they were there. 2 


The Cuarrman. It wasn’t made public, though, was it? . 
Senator Brewster. This has not been made public. Do I under- 
stand that there is objection to the reading of this portion? ‘ 
The Cuatrman. The staff calls my attention to the fact that it has : 
not been published. 





Senator Brewster. How are we going to examine this gentleman 
before us, who is the head of Mr. Katz. I don’t think : any member of 
the committee will suggest that this statement of Mr. Katz’ is in any 
way classified. He reveals no information except that there are 
30,000,000 income-tax payers in the United States on whom he pro- 
poses to levy a tax of $50. That is the entire statement; if that is a 
secret, I think it is high time—— 

The Cuatrman. I haven't seen it. I don’t know what is in it. 

Senator Brewster. I am sure no one will question this. I do not 
propose to go into the remainder of the document, except this most 
extraordinary statement of Mr. Katz I wanted to ask Mr. Foster 
about. 

The CuatrMAn. Go ahead. Ask him—if he knows. 


Senator BREWSTER (reading) : 

According to the last income-tax figures that I say are about 30,000,000 
taxpayers in the United States. Now there is about $1,500, 000,000 of projected 
aid. That means about $50 per taxpayer. 

Speaking for myself and my associates, we have approached the problem in 
these terms: What do we get for the $50 per taxpayer? What do we stand to 
get for the $50 per taxpayer, and how would that compare with anything else 
that that taxpayer would see fit to spend the $50 for? 

For anyone in the income-tax bracket of those in this room, that might mean 
$350. Speaking personally again, we might put the question this way: What do 
we as individuals get for the $350 that it might cost us individually as tax- 
payers, and how would that compare with anything else we can get for the 
same $350 in the United States today? That is what I would like to address my- 
self to. 


a ida Risa aati 





Now, Mr. Foster, do you think that is the way your organization 
should determine on aid to Europe? 
Mr. Foster. Senator Brewster, that is not the method through 
which the amounts are arrived at. 
Senator Brewster. I am gratified to hear you say it. 
Mr. Fosrer. What Mr. Katz was attempting to do, I think, was to 
make personal what a particular taxpayer would buy with a are 
sum of money, but I can assure you that that is only an example of what 
it costs the individual, and is not the basis on which we arrived at the 
totals required. 



















COMPUTATION OF AMOUNT FOR ECONOMIC AID 


The basis of that estimate is, first, the balance of payments and the 
assumption of the military aid, and then the assumption of the require- 
ments of the countries in order to maintain stability, in order to build 
the military forces which our military and theirs believe are necessary 
to stand off this threat from the east; Mr. Katz, who is a very distin- 
guished and experienced associate of mine, I think was attempting to 
simplify the understanding of what the amounts were, because I think 
none of us actually can visualize what $1,650,000,000 is in the mass, 
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and attempting to break it down so you could recognize the individual 
impact. He used an example which has perhaps irritated you in this 
sense, Senator Brewster, but I can assure you is not the basis of the 
caleulations. 

Senator Brewster. This is on the first page of his statement, and 
that is the way he started off with it, and that fact revealed to me a 
state of mind which was not the one we expected of our representatives 
in your organization. I am gratified to hear you say that was not the 
basis on which you dev eloped this program. 

Mr. Foster. No, sir; and I must, in passing, say that Ambassador 
Katz has been a very distinguished representative. Through his efforts 
we have attained a great ‘deal of the impetus to this build-up over 
there, and a great deal of the activities of the last 2 years which have 
made these countries able to support this military program in which 
we are interested. 

The CuarMan. I am going to have to go. I will ask that you please 
excuse me. 

Tomorrow we will meet in the committee room in executive session. 
In the meantime I will try, over their protest, of course, to bring in 
the Armed Services Committee. 

There will be an executive session tomorrow in the committee room. 
We will try to speed this along. 


IMPROVEMENTS IN EUROPE AND PREPAREDNESS 


Senator Brewster. We were impressed with the improvements 
which were noted over there, although there is still a long, hard road 
ahead but I am particularly impressed with your figures here as to 
the actual increases, the 9 percent in agricultural production, and the 
44 percent which, as you say, is the first time that figure is given out, 
in the industrial production. 

Originally the plan of ECA was to rehabilitate Europe, was it not? 
We were going to restore the war damage. 

Mr. Fosrer. Yes, sir. 

Senator Brewster. And we have been successful far beyond, appar- 
ently, what we contemplated, since we have restored their economy 
not only to prewar, but have increased it m: iterially above that. 

Mr. Fosrrr. That is true, sir, particularly in the industrial produc- 
tion indexes. 

Senator Brewster. The industrial is very pronounced. 

The question which we face with our people, and which I would 
like to clarify, is, in spite of this remarkable and very gratifying 
recovery, before the war, we found this portion of Western Europe 
maintaining a defense establishment which was considered very ade- 
quate. France had 125 divisions either under arms or equipped and 
ready to go, and the other countries proportionately. 

Why is it that there is so limited military aid available in Europe 
at this time, both in manpower, trained and equipped, and in produc- 
tion of matériel for war purposes ? 

Mr. Foster. Well, I think, sir, the current rate of 44 percent is 
higher than prewar, but much of that is now directed toward filling 
the g gaps which were occasioned during the war itself, gaps of destruc- 
tion, gaps of running down of reserves, gaps of running down the 
markets they had through which they turned the foreign exchange to 
maintain these military establishments. 
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Also, and I am sure you are more aware of this than I, even, sir, the 
cost of maintaing a modern division in terms of equipment and 
resources is much greater than it was prewar. 
Senator Brewsrer. Is this figure of 44 percent measured in terms 
of money or in terms of things? : 
Mr. Foster. That is measured in terms of things, tons of steel. 
Senator Brewster. So that the question of cost does not enter into 
that. 





































RESERVES 





AND MEN UNDER ARMS IN EUROPE, 1938 AND 1939 

Mr. Fosrer. Not into that figure. You brought in the cost of main- 
taining the military establishment before the war and said that in 
France, for example, you had this great total of people. In terms of 
total European establishment, however, I think today they are back to 
just about that 1938 level, and it is different in accordance with the 
division as between countries, but the level of men under arms, as 
{ recall the figures, is actually today 30 percent higher than it was 
in 1938, except for Italy. 

Senator Brewster. I noted that figure. Now will you tell me what 
the position of the reserves is, which is perhaps even more significant 

Mr. Foster. That, sir, 1 am sorry I do not know. Iam sure we can 
get you that figure. 

Senator Brewsrer. Doesn’t it make a great difference whether you 
have 10 divisions under arms and 100 in reserve, or whether you have 
10 divisions under arms and none in reserve ¢ 

Mr. Foster. Not in terms of current expense. 

Senator Brewster. It does in terms of current defense. 

Mr. Fosrer. In current production of equipment, certainly you 
would have to have a good deal of equipment in order to supply the 
reserves. 

Senator Brewster. The point which I am making now, I felt when 
you made this statement that the number of men on active duty is 30 
percent higher than it was in 1938 that it is an extremely misleading 
statement unless you associate with that also the statement as to re- 
serves. That would tend to reassure the people. That sounds very 
optimistic and very glowing, but if you take up the question of re- 
serves, the whole picture is utterly different, is it not ? 

Mr. Foster. That I cannot tell you. I think your statement is 
correct, and that this means men in being, and therefore it does not 
associate with the smaller amount of reserves. 

Senator Brewster. Yes; I think your assistants have not adequately 
briefed you if they have not given you the complete picture, which e 
is utterly different. This would tend to mislead the American people 
very materially. In fact, it might work against your objective, be- 
cause they might conclude that they were much better off over there 3 
than they are. You are taking the other side of the argument, that 4 
we need still to give them aid. 

Mr. Foster. Yes, sir. We certainly did not intend to mislead the 
American public, and this figure was worked out in conjunction with 
the military, but perhaps did not go far enough. 

Senator Brewster. I think if you would secure that figure and sup- 
plement it for the record to the extent it does not come under classified 
material, it will be very useful to us in the whole thing. Fy 
Mr. Foster. We will be very happy to supply it. 7 
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(Additional information on NATO reserves supplied by ECA:) 

In 1938 the reported reserves of European NATO countries exclusive of Italy 
were between 614 million and 7 million persons. These represent reserves that 
are ultimately mobilizable without time limit. Currently, on this same basis, 
it is estimated that the ultimate reserves are probably equal. However, on a 
strict time limit—i.e., within 90 days after mobilization—the current reserves 
are approximately 2% million. 

Senator Brewster. It was true in 1918, if your memory goes back 
that far—— 

Mr. Fosrer. I was in the Army at the time. 

Senator Brewster. Then you perhaps are aware of this. I think 
it was true that every plane which we used in Europe was produced in 
in Europe, not in the States, and that most of the artillery, at least 
the light artillery, was supplied by France instead of the United 
States. 

Mr. Foster. That is correct. 

Senator Brewster. That, you see, will lead certainly all the old 
soldiers of the First World War to wonder why it is, with French 
production 40 percent above prewar this time, they are not turning 
out the matériel to equip their own divisions on a very much more 
accelerated scale than we can find is the case. 

Mr. Fosrer. That is what, of course, we are attempting to work 
toward, Senator Brewster, because their production in the past several] 
years has been directed toward filling this gap, due to the devastation 
of war. 

Senator Brewster. There were two or three specific things I wanted 
toask you about. I may get more later. 


ASSISTANCE TO SHIPBUILDING IN TRIESTE FOR ITALY 


On this question to which Senator Green addressed himself, about 
where the benefits of this program went, I heard a good deal of dis- 
cussion about the Trieste situation, where we gave very large grants 
to building ships for Italy. Are you familiar with that general sit- 
uation ¢ 

Mr. Fosrer. In general terms, yes, sir. 

Senator Brewster. I think we supplied approximately a third of 
the cost of those ships—did we not—that were built in those ship- 
yards? 

Mr. Foster. I think that is about right. 

Senator Brewster. Who actually operates those ships now? Is it 
a public or a private concern ? 

Mr. Foster. That I don’t know. I will have to find that out. It 
may be a public concern. 

Senator Brewster. I would hope so, but I think you will find that 
there are large private interests associated, and the criticism has been 
that we not only gave this money to build these ships, which directly 
or indirectly affect our own merchant marine, but that the profits 
therefrom accrue in many instances to private individuals rather than 
to the public. 

I would appreciate it if you would look into that whole picture and 
carry it through to a conclusion and furnish us with a report on it. 

Mr. Foster. I will be happy to supply it for the record, Senator. 
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(The matter referred to is as follows :) 


TRIESTE SHIPBUILDING PROGRAM 


No ECA dollars have been spent for the support of the shipbuilding pro- 
gram in Trieste. The only disbursements have been from lire counterpart 
funds, which the property of the Allied Military Government. All such funds 
have been made available in the form of loans with the necessary approval 
of ECA. 

Shipbuilding has always been the major industry of the zone of Trieste, and 
the one upon which employment primarily depends. Of approximately 30,000 
industrial workers now registered as employed in Trieste, 30 percent are directly 
engaged in shipbuilding and marine engineering, and a further 13 percent 
are employed in woodworking, paint and varnish manufacture, instrument mak- 
ing, decorating, upholstering, etc.—industries which depend for their existence 
upon subcontracts from the shipbuilding industry. Therefore, nearly half of 
Trieste’s industrial workers rely directly upon shipbuilding for their jobs. 
In addition, that part of the population engaged in trade and servicing activi- 
ties would clearly suffer from a sharp decrease in employment in shipbuilding. 

It is against this background, and in full consideration of the political im- 
portance of Trieste to the United States, that ECA has approved the utiliza- 
tion of a substantial portion of counterpart funds in support of shipbuilding. 
In 1949, agreement was reached between the Allied Military Government and 
the Italian Government for Trieste to undertake a substantial building pro- 
gram for the Italian merchant marine. Under this program, approximately 
one-third of the cost of new ships is financed by grant by the Italian Govern- 
ment through the Allied Military Government budget; another third is lent 
from counterpart funds (repayable in 15 years at an interest rate of 4 percent 
and secured by a mortgage running against the shipowner) ; and the remainder 
is financed by the various private ship purchasers. Under this program, ECA 
has approved loans covering the construction of 96,000 tons of ship construction 
distributed among the four of the six shipbuilding yards in Trieste and, of 
course, giving employment through subcontracts to the engine works and other 
auxiliary industries of the zone. To date, approximately 15 billion lire ($25 
million) of counterpart funds have been lent; these loans are made available 
in the form of progress payments as ship construction takes place. 

The responsible Trieste authorities have no doubt that the shipbuilding pro- 
gram has been the main factor which has kept zonal unemployment in 
bounds. (Even now, between one-fifth and one-sixth of the registered job- 
seekers in the area continue unemployed) and it is felt that any substantial 
increase in unemployment would constitute a danger to United States objec- 
tives of political stability in this sensitive area. Despite continued attempts 
on the part of Allied Military Government, supported by the ECA mission, to 
diminish the reliance of this traditionally one-industry town on shipbuilding, 
it must be recognized that this switch depends not only upon the development 
of other existing industries but also of an introduction of new industries. 
Of necessity this must be a long-term plan and one very sensitive to impact 
of political influences. The latter have understandably, since the late war, 
tended to discourage the investment of capital in an area so highly liable to 
political fluctuations. 
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AID TO YUGOSLAVIA 






Senator Brewster. It did involve rather a large item. 
Now, how much has been put into Yugoslavia during and since the 
war, approximately ? 

Mr. Foster. We will have to supply that, Senator Brewster. I 
think you asked that question of one of the other witnesses. 

Senator Brewster. I asked Mr. Acheson. 

Mr. Fosrrer. Mr. Acheson said he would supply that to you; and, 
therefore, I assumed he had. 

Senator Brewster. He said he would have the proper person sup- 
ply it, and I assumed you were the one. 
(The matter referred to is as follows :) 
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ASSISTANCE TO YUGOSLAVIA 
I, UNITED STATES ASSISTANCE 


A, Assistance 1944—June 30, 1951 

Since 1944 the United States has furnished direct assistance in grants and 
loans of approximately $216 million. In addition, we contributed approximately 
$300 million assistance through UNRRA. The direct assistance consisted of 
$160.6 million in grant aid (of which $133.5 million was from United States 
Government sources and $27 million from non-Government sources) and of $55 
million in Export-Import Bank loans. The following table gives a breakdown of 
this assistance. 


United States assistance 1944—June 30, 1951 


Grant assistance: 
Lend-lease (for military supplies and services, 1944—45__ _... $32, 126, 000 


Emergency civiilan relief (consumer goods and general equip- 
ment from military surpluses, 1945-46) -...------_..-_----- 6, 500, 000 


i tetrignahennsiowe oo 719, 000 
Yugoslav Emergency Relief Assistance Act of 1950 | food- 
te eee eT ns peep essen ee 


MDAP food assistance (1950)_________ Ee ee _. 15,193, 000 
Voluntary relief agenc ce Zand and consumer goods, a as s follow g: 
cecil _. 26, 695, 000 
Lutheran World Relief 
Church World Services__._--__-~_- ana 
MDAP raw materials assistanc e (1951) 


NN eal aia Tie iciniiincaaciticisdiauen 245, 793 


Sick ccertnaibincciataniieiakies 127, 211 
29, 000, OOO 


SET eae oe ones _ 160, 605, 964 


Total grant assistance 





Loan assistance : 
Export-Import Bank—for raw materials, industrial machinery, 
and (August 1950) food, as follows: 


I cnsethhaemtiecdingsenins _.. 20,000, 000 
es Sen en a de a cca _.._.-. 20,000, 000 


August 1950_______ a 15, 000, 000 


a ii ii is ie i. ciimetaeniccuanmeeecias\ - Oy OOS 000 


B. Proposed assistance 

It is proposed to extend economic and military assistance to Yugoslavia on a 
grant basis under the Mutual Security Program. A tentative estimate of $60 
million has been set for economic assistance required during the current fiscal 
year from the United States. As yet, no figure has been estimated for military 
assistance, owing primarily to incomplete information regarding Yugoslav re 
quirements. 

Il. ASSISTANCE FROM OTHER COUNTRIES 


A, Assistance 1944-—June 30, 1951 
Grant assistance: 
sO A I nw etetee _.. $1,000, 000 
nmeeepmmraans @ Wien Og re es oe kk a 150, 000 
Tn aOR A ch nab ebecn ene ecnaiinkataatal 1, 150, 000 
Loan assistance: = 
United Kingdom: 





8,000,000-pound credit (1949) _-_--_-- eee cel) (ZB ey OSD 
5,000,000-pound revolving credit (1949) - oF oe ee seca eee 5, 600, 000 
3,000,000-pound food credit i "pelea mace Lay ee, 000 


1,000,000-pound advance against shipment of timber (1950) 2, 800, 000 
Belgium : 


Bank credit (1950) ___. 18, 972, 000 


Revolving bank credit (1950)___._.--__------ Z 5, 988, 000 
West Germany—credit (1950-51)___.--__-_-__ si Jie, (OR Caieaee 


eae, Chee) ss wane neste 81D OGD 


a ne ee ences muceiapersireensmues _._.... 124, 660, 000 

























116 MUTUAL SECURITY ACT OF 1951 


B. Proposed assistance 

In accordance with a program worked out among the United States, British, 
and French Governments, the United Kingdom, France, and other countries will 
also provide grant economic assistance to Yugoslavia during the current fiscal 
year. While the precise amounts of their contributions to this program have not 


yet been determined, the United Kingdom has announced that its contribution 
may amount to as much as $28 million. 


III. ASSISTANCE FROM INTERNATIONAL ORGANIZATIONS 


UNRRA (portion representing United States share, $299,082,000, 

BPO U eceecins ; _. $480, 000, 000 
International Monetary Fund drawing, secured by $8,000,000 Yugo- 

slav gold (1949) oe a 9, 000, 000 


3, 700, 000 

In addition, UNICEF, WHO, and FAO have operated or are operating limited 
programs in Yugoslavia. 

IBRD loan negotiations 

The Yugoslav Government has been negotiating with the International Bank 
for a loan since 1949. It is our understanding that the International Bank and 
the Yugoslav Government have now agreed upon an investment program of 
approximately $200 million to be advanced in a series of installments over an 
extended period. This program includes projects for the development of Yugo- 
slav mineral, forestry, and agricultural resources, and for the development of 
related industries, over a long-range period. 

Mr. Foster. We have supplied only $50,000,000 out of ECA funds, 
and that was during the past year. 

Senator Brewster. That is all the grants that you have made? 

Mr. Foster. Yes, sir. 

Senator Brewster. Do you, as a part of your conduct of the affair, 
go into the entire question of past, present, and prospective economic 
aid by ourselves and our allies? 

Mr. Fosrer. In the historical sense we would have it. We would 
proceed from here, if we have the additional responsibilities which are 
contemplated in this bill. Last year the aid was given in terms of 
food and commodities. It is contemplated here that we will have 
an ECA mission in Yugoslavia and have a broader program. 

Senator Brewster. Do you intend to disclose the amount which you 
have tentatively allocated to ¥ugoslavia? 

Mr. Foster. Yes, sir. 

Senator Brewster. What is that figure. 

Mr. Foster. Sixty million dollars. 

Senator Brewster. Under the new program ? 

Mr. Foster. Under the new program. 

Senator Brewster. And what is the character of the aid? 

Mr. Foster. Well, that will be broad economic aid of the type that 
we have normally supplied to ECA countries. It will be directed 
toward providing commodities; it will be directed toward providing 
technical assistance; it will be directed toward providing equipment 
in order to increase production, and in general will follow the same 
sort of investigations that we have in the other ECA countries. 


UNITED KINGDOM AND INTERNATIONAL BANK FOR RECONSTRUCTION AND 
DEVELOPMENT AID TO YUGOSLAVIA 


Senator Brewster. Is it correct that England or the United King- 
dom at this time is allocating $150,000,000 to Yugoslavia ? 

Mr. Foster. I do not know that figure, sir. They, I believe, will 
contribute along with us to this general development program. 
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Senator Brewster. Wouldn’t you be’ familiar with the figure? 
Mr. Fosrer. I don’t think it has gone through their Parliament. 
Senator Brewster. It has been repeatedly printed in the papers 
that the United Kingdom is allocating $150,000,000 to Yugoslavia. 
But you are not familiar with that ? 

Mr. Foster. We have worked very closely with their mission on 
this, and if that is a public figure we will be very glad to put it in 
the record. I don’t happen to know it as of today. 

Senator Brewster. I have read it repeatedly. Of course, I don’t 
know what the source is, or how authoritative it is. How much has 
the Export-Import Bank loaned, or is it now contemplating loaning, 
to Yugoslavia? 

Mr. Foster. I think it is between 50 and 60 million, but I will have 
to find that figure too, sir. I don’t know it. 

Senator Brewster. How much is the International Bank proposing 
to loan to Yugoslavia ¢ 

Mr. Foster. I will supply that also. 

Senator Brewster. Do you mean to say that has not been a matter 
of discussion ? 

Mr. Foster. They have had a mission out there and have made a 
number of examinations. The International Bank has discussed that 
in general terms with us, but I do not know that figure offhand, 
sir, no. 

Senator Brewster. Do you not know that the figure that has been 
repeatedly discussed and mentioned—Mr. Black discussed it with me 
in Belgrade, Yugoslavia—is $250,000,000, and that that loan was con- 
tingent upon the United States and the United Kingdom and other 
allies providing several hundred million dollars as a basis for the 
justification of the International Bank making the loan# You must 
be somewhat familiar with those discussions. 

Mr. Foster. I am familiar with the discussions, sir. I was not 
familiar with the exact amount. 

Senator Brewster. You mean you didn’t discuss the amount with 
Mr. Black ¢ 

Mr. Fosrer. Oh, yes. 

Senator Brewster. What was the amount you have discussed ¢ 

Mr. Foster. We have discussed general amounts. I must confess, 
sir; that I do not keep all of the amounts here of all the different 
countries. 

Senator Brewster. You would not remember a quarter of a billion 
dollars? 

Mr. Fosrer. I certainly would remember it, but I don’t remember 
all of the figures of all of the countries, and I would have to refresh my 
memory. 

Senator Brewster. I was asking the amount of the International 
Bank loan. That figure, I think, has been current for a very con- 
siderable time. 

I read a rather responsible journal—I won’t say which paper it 
was, or publication—which compiled figures for the war and post- 

var period indicating that it was approaching a billion dollars that 
we either had put or were contemplating putting into Yugoslavia for 
its rehabilitation. Would that figure seem extraordinary to you, with 
these different items I have mentioned ? 
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TYPE OF AID CONTEMPLATED FOR YUGOSLAVIA 


Mr. Foster. No, sir; it would not, over a period. 

Senator Brewster. Did you read Mr. Tito’s statement yesterday 
that he proposed to enforce collective farming with a very firm hand? 

Mr. Fosrerr. Yes, sir. 

Senator Brewster. Does it impress you that, if there is revolution 
in Yugoslavia over the enforced collectivization, it is somewhat a ques- 
tion how far we should implement a policy which is rather peculiar 
to the Communist world ? 

Mr. Fosrer. There is always a definite risk, sir, which is contained 
in this sort of activity, and the judgment on whether it is a good risk 
is a combination of military, political, and economic determination. 

Senator Brewster. How far has your aid looked toward the in- 
dustrial build-up of Yugoslavia, the transformation to some degree 
from an agricultural to an industrial economy ? 

Mr. Fosrer. Well, there is certainly some money intended to pro- 
mote industrial activities. I think that that is not the major part of 
the funds, however, since it is largely an agricultural economy. There 
is another substantial amount developed toward greater production 
of raw materials which can be useful to them and to the rest of the 
world, and we are putting considerable additional emphasis on that 
in the attempt to augment those supplies. 

Senator Brewster. I must say that in my visits there and observa- 
tion I thought it was very natural for all these countries to aspire to 
industrialization, and I don’t quarrel with it. How far it is possibly 
an extravagant use of what, you will agree, are our limited resources 
it seems to me is a question. It is primarily an agricultural country, 
and they have done very well in feeding themselves and helping the 
rest of Europe. 

The collective farms that I visited did not look as though they were 
the answer, and evidently Mr. Tito’s statement yesterday indicates he 
is having a great deal of trouble with them. If they could simply go 
along producing the way they historically did produce, with their 
peasant population, and help to feed not only themselves but the rest 
of Europe, we apparently would be considerably better off. 

I hope that as you consider this program in the future you will give 
very careful attention to that. 

Mr. Foster. Senator Brewster, it is our attempt always, in working 
out one of these economic-development. programs, to utilize the re- 
sources which they have in the greatest extent. We do not attempt 
to transform economies. We attempt to utilize what is there to pro- 
mote stability and economic ability to be self-supporting. 

Senator Brewster. There were partially completed factories and 
buildings there, evidently the result of some very grandiose ideas. 
Have you visited there at all? 

Mr. Fosrrr. No, sir; I have not. 

Senator Brewster. Great structures which had begun to sink in the 
mud. It didn’t look as though there had been entire prudence in 
the handling of whatever resources they were able to allocate. So I 
think it is something to be watched. 
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EFFECT OF INTERNATIONAL PRICES OF RAW MATERIALS ON U.K. 
RESERVES 


You spoke about raw materials. In addition to the 9-percent in- 
crease in agricultural production and the 44-percent increase in indus- 
trial production, is it not true that these European countries, the 
United Kingdom, Belgium, France, possess colonial areas which are 
the source of a great many of these raw materials? 

Mr. Foster. Yes, sir. 

Senator Brewster. And that they are associated with them and 
they are still in block, as we call it? 

Mr. Fosrrr. Yes, sir. 

Senator Brewster. And is it not also true that, as a result of the 
remarkable increase in the prices of some of these commodities, par- 
ticularly tin and wool and rubber, which are products of the sterling 
bloc and of the associated areas, they very greatly increased their 
dollar and gold reserves last year, the United Kingdom in particular? 

Mr. Foster. Yes, sir; that is very true. 

Senator Brewster. How much did that amount to? 

Mr. Foster. The total increase is of the magnitude of—I will give 
to you the exact figure—$1 445,000,000. 

Senator Brewster. As of which date was that? 

Mr. Foster. That is the United Kingdom, June 30, 1950, to June 30, 
1951. 

Senator Brewster. In other words, that is approximately a billion 
and a half dollars? 

Mr. Foster. That is right. 

Senator Brewster. And that was chiefly attributable to this in- 
crease in the price of raw materials, was it not? Weren’t those the 
major items, the wool, the tin, and the rubber ? 

Mr. Fosrer. Yes, sir. 


ATTEMPTS TO CONTROL INTERNATIONAL INFLATION IN RAW MATERIALS 


Senator Brewster. What steps have you taken, or are you con- 
templating, to try and bring that situation under control ? 

Mr. Fosrer. There are, as you know, sir, a series of international 
materials conferences under way, which are participated in by the 
consuming and the producing nations. The attempt of those confer- 
ences is to first find out what the requirements picture is, what the 
supply picture is, to attempt to bring the prices under examination 
with a view to making them either lower or more stable. In a number 
of instances we have attained a reasonable degree of progress. There 
are something over 12 of such commodities. Some of those we supply 
from the United States; some are supplied by the sterling area; some 
are largely supplied by the independent nations of the Far East. 
And in all the cases where there is a great excess of demand over 
supply there are international committees at work toward that end 
because all of the nations recognize that an inflationary picture of 
this sort is unhealthy for the free world as a whole and that steps 
— be taken to improve it. I think we have made progress in that 
direction. 
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UNITED STATES EXPORT CONTROLS ON STRATEGIC MATERIALS 


Senator Brewster. Have we not instituted a program of export 
controls on strategic and critical materials so far as we are concerned / 

Mr. Foster. Yes, sir. We have had export controls applying to all 
of the shortage materials and many, many other strategic materials 
to the world. 

Senator Brewster. And some of them were of considerable sig- 
nificance to the world economy 4 

Mr. Fosrrer. That is correct, sir. 

Senator Brewster. Sulfur is one of them, for instance. 

Mr. Fosrrer. That is correct. 

Senator Brewster. And the rest of the world has been very anxious 
that we should make an equitable allocation of those supplies to help 
out the economy of the free world. 

Mr. Foster. That is correct. 

Senator Brewster. And we have tried to cooperate in that. whole- 
heartedly ¢ 

Mr. Fosrer. That is correct. 


SUPPLY AND PRICES OF CRITICAL RAW MATERIALS 


Senator Brewster. The items which are of very great significance 
to us in an economic sense are the wool, tin, and rubber. How far 
have those countries that control those sources thus far cooperated in 
an endeavor to allocate and to restrict the materials going to the 
economy of the free world and to make them available at rez asonable 
prices? 

Mr. Fosrrr. Well, there has been not all the progress we would like 
to see in the price respect, certainly, Senator. 

Senator Brewster. Isn’t that a masterpiece of understatement? 

Mr. Foster. Well, you must remember that a good many of these 
are in the hands of free 

Senator Brewster. Free enterprise ? 

Mr. Fosrer. Free enterprise. You must recall that these are the 
things that they are attempting to trade for things we are making 
in which it is impossible for us to give them all they want. 1 referred 
in here to the fact that it isn’t dollars so much that they want as it is 
the ability to get commodities and machine tools. 

Senator Brewster. They accumulated a billion and a half of these 
not wanted dollars in gold last year as a result of the manipulation 
of the supply of mate) rails on which we were absolutely dependent, 
and that was in addition to what we gave them, which was very 
considerable. 

Mr. Fosrrr. I don’t think any of us are very happy about the way 
the price situation has gone, Senator. I must say in defense of this 
sterling area set-up th: at a good many of our prices have gone as far 
or further. The terms of trade actually, I believe, have gone against 
the United Kingdom in these transactions. I think the situation is 
one such that all of us are concerned with the inflationary pressures 
still left in the price structure and attempting through international 
agreements to do something about it. It is a very difficult thing to 
control not only in those areas but in our own area, and I don’t say 
we have any perfect solution for it yet. 
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I do know that the United Kingdom, to whom you have referred in 
this build-up of reserves, is just as concerned as we are in it and is 
working in general ternis in this conference to help stabilize it. 

Senator Brewsver. I got the figures, and I was a little startled to 
see that apparently England had accumulated these materials in the 

year before the prices went up so that the cost to them of the price 
rise Was apparently very mueh less proportionately than the cost to 
us. In other words, they either were very foresighted or they planned 
it; I don’t know which. The figures are rather st: artling to me. I 
don’t know whether you have looked at them for the years 1950 and 
1951 or not; but, while it certainly cost them more for the supplies 
they secured the second year from Australia, they apparently were 
not caught nearly as disadvantageously as we were in the deal. 

Mr. Foster. Ihave heard the opposite, sir. I am not sure. I have 
heard that one of the difficulties has been that the United Kingdom 
had been stockpiling gold when they needed the raw materials, which 
is one of the difficulties in their production picture that they are now 
up against. 

Senator Brewster. That may be an answer to the thing. The point 
I made, that would fit in with what I said, that in this last year, when 
the prices were way up, they didn’t buy as much proportionately as 
they did the year before. 

Now, the whole picture is a fascinating one, and I think, or I am 
glad, that you at any rate have it very much in mind. 


Mr. Foster. We have, sir. 


ELECTRIC POWER PROGRAM IN GREECE 


Senator Brewster. I have one other question. This is an incidental 
item which developed in Greece and gave me, at least, some concern. 
I don’t know whether or not it did the others. 

It was $94,000,000 that we were ae into a hydroelectric and 


lignite power development project. Has that ever come to your atten- 
tion ¢ 

Mr. Foster. The $94,000,000, sir, is an equivalent total, which is 
not all dollars. 

Senator Brewster. How much of it is dollars? 

Mr. Foster. Approximately 23 million is United States dollars. 

Senator Brewster. I wish you would check that figure. I had the 
same statement made to us, and later I had, from your own repre- 
sentatives, figures furnished which indicated that you had to use 
dollars to get marks, because apparently a great deal of this elec- 
trical machinery was out of Germany, and if the marks went for that 
purpose, they had that much less to take care of us. They show the 
equivalent of dollars between thirty and forty million, as I re- 
member. 

Mr. Foster. I think, sir—we will give you the full story, but es- 
sentially that is counterpart, EPU “eredits and reparations from 
Italy. I doubt that it is United States dollars. We have provided the 
dollars to engage the engineering supervision, which is an American 
engineering firm, but some of the equipment, as you have said, comes 
from Germany, some from Italy, so it is not dollar equipment, and 
most of the rest of it is counterpart, which comes out of the Greek 
counterpart funds. It is a large project and one which will have 
a very substantial effect on improving the Greek economy. 
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(The matter referred to is as follows :) 


Evectric POWER PROGRAM IN GREECE 


The ECA has approved the construction of four new electric power projects 
in Greech. Three of these projects involve the construction of hydroelectric 
generating plants and one involves the construction of a thermoelectric plant 
as follows: 

(a) A 40,000-kilowatt hydroelectric plant at Agra on the Vodas River (north- 
ern Greece). 

(b) A 50,000-kilowatt hydroelectric plant on the Ladhon River (the Pelopon- 
nesos, southern Greece). 

(c) A 5,000-kilowatt hydroelectric plant on the Louros River (west central 
Greece). 

(d) A 68,000-kilowatt lignite-burning thermoelectric plant at Aliveri, on the 
Euboean Guif (east-central Greece and the Athens area). 

(c) In connection with the thermoelectric plant, a lignite development pro- 
ject has been approved at Aliveri in order to supply fuel for the thermoelectric 
plant. 

(f) Approval has also been given for the construction of electric transmis- 
sion, transformation, and distribution lines out of each of these plants into 
the territories in which they will supply electric power. 

The total cost for the above projects is now estimated at approximately 
$91.4 million equivalent. Approximately $22.5 million of this total will be 
supplied in the form of direct dollar financing for necessary equipment and 
engineering services by the ECA. Approximately $21.3 million of the total 
cost, entirely in connection with the hydroelectric projects, will be provided 
for equipment and engineering services by Italy under the terms of its repara- 
tion agreement with Greece. Approximately $9.2 million will be provided to 
Greece for European procurements through the EPU., The remaining $38.4 
million, covering the cost of the construction and installation work in Greece, 
will be paid with drachmas from the ECA-Greek Government counterpart fund— 
local currency deposited by Greece to match ECA dollar grants. 

The above power projects comprise the first major step in the installation 
of the Greek electric power development program. The original nation-wide 
electric survey upon which plans for the present projects are based was per- 
formed by Ebasco Services, Inc., of New York City, at a cost of about $880,000 
under the ECA technical assistance program. A Government corporation known 
as the Public Power Corporation has been formally established by the Greek 
Government for the purpose of managing the electric power program in Greece. 
Under the terms of a management agreement with the Greek Government, the 
Ebasco Services, Inc., is presently managing this Public Power Corporation. 
The dollar costs of these management fees are estimated at $2,000,000 extending 
over a 5-year period. Local currency costs of the management fees will be 
provided from counterpart funds. 

These four new electric power plants will more than double the electric power- 
producing capacity of Greece. Greece's need for new electric power is critical. 
Present output in Greece per person is about one-fourteenth of United States 
output per person, At present, production in Greece is limited by the shortage 
of electric power. These new plants, when completed, will provide the nucleus 
of the only complete electric power system in Europe based on modern American 
design. They will permit the production of much of Greece’s energy require- 
ments from resources within its borders and thereby reduce the heavy burden 
resulting from the consumption of imported coal, oil, and Diesel fuel, all of 
which must be purchased with foreign exchange. They will permit the ex- 
pansion of existing industries and the establishment of new industries, and 
thus enable Greece to produce items which it now must import and to increase 
its exports. 

Since Greece is primarily an agricultural country, the industrialization of 
its economy, in the sense of establishing new heavy industries which Greece 
does not have the resources to support, is not contemplated. The provision of 
additional electric power at moderate rates under the present power program 
will, however, enable Greece to increase the production of those products which 
are suited to its economy, such as textiles, glass, cement, mineral products, 
chemicals, fertilizers, paper, building materials, and processed foods. These 
power projects constitute an important part of the broad program presently 
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under way for the development and management of Greece’s land and water 
resources, 

Senator Brewster. What is the purpose of the Greek development ? 

Mr. Foster. Both the furnishing of power and also the furnishing 
of water for irrigation purposes. Greece again is largely an agric “ul- 
tural economy, and if we can combine these two purposes we should 
improve fundamentally the Greek economy. 

Senator Brewster. It would enter into rural electrification ? 

Mr. Fosrer. That is one of the byproducts, sir, which will come to 
some extent. That is not the basic purpose. 

Senator Brewster. It involves a very great development, a grid 
development I think they call it, for the water power and the lignite 
power. Did they familiarize you with the fact, as they told us, that 
the average Greek peasant earns approximately $50 a year? 

Mr. Foster. We are aware of that figure: yes, sir. 

Senator Brewster. How much electric power do you think he would 
be able to use beside feeding his family at that figure? 

Mr. Fosrer. Primarily the power is for industrial purposes and for 
the—— 

Senator Brewster. Do you mean you are going to industrialize the 
Greek economy ¢ 

Mr. Fosrrer. No, but they are very short, indeed, of power. They 
have developed practically no water sources, and this will enable them 
to be less dependent on imported fuel as well for their existing power 
sources, so you will improve their foreign exchange situation. 

Senator Brewster. I asked them to supply us with a justification of 
that item. It simply stood out as a lot of money in the Greek econ- 
omy—S94,000,000—whether it is measured in dollars or in the di- 
version of Greek productive capacity, whatever it is, and they finally 
got down to where all they could say was that it was to pump water. 

Mr. Foster. We can do very much better than that in 1 justification, 
and T assure you we will supply that detail. 

Senator Brewster. I will appreciate what detail you can get on 
that. 

Under the bil) as it is now drawn, you would have the power to 
transfer die $500,000,000 from title I to subsequent titles 
if the President should deem it advisable; would you not ‘ 

Mr. Fosrer. That is right, sir. 

Senator Brewster. That is all. 

Senator SPARKMAN (acting chairman). Is there anything else? 

Senator Brewster. No, sir. 

Senator SpARKMAN. Thank you very much, Mr. Foster. 

The committee will stand in recess until 10:30 tomorrow morning, 
when it will meet in executive session in the committee room in the 
Capitol. 

(Whereupon, at 1:20 p. m., a recess was taken until the following 
day, Tuesday, July 31, 1951, at 10:30 a. m.) 
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TUESDAY, JULY 31, 1951 


Unrrep States SENATE, 
Commitrer or Foreign Revations, 
ComMMITTEE ON ARMED SERVICES,* 
Washington, D.C. 

The committees met in joint session in the committee room of the 
Committee on Foreign Relations, at 10:30 a. m., Senator Tom Con- 
nally, chairman of the Committee on Foreign Relations, presiding. 

Present of the Committee on Foreign Relations: Senators Con- 
nally, Green, McMahon, Sparkman, Gillette, Wiley, Smith of New 
Jersey, Hickenlooper, Lodge, and Brewster. 

Present of the Committee on Armed Services: Senators Stennis, 
Bridges, Saltonstall, Morse, Knowland, Cain, and Long. 

The Cuarrman. The committee will come to order. 

This is a joint meeting of the Committee on Foreign Relations and 
the Committee on Armed Services, with relation to the 1952 foreign 
aid bill. 

The particular matter under examination today is Western Europe. 
We te Mr. Perkins, Assistant Secretary of State, with us this 
morning. 

I understand vou have a very short statement, Mr. Perkins. 

Mr. Perkins. That is correct, Senator. 

The Cuatrman. We have three witnesses; Secretary Perkins, Gen- 
eral Collins, and Mr. Bissell. We would like to finish with those as 
promptly as possible and I understand each one of them has a short 
statement. They are all here, though, and can supplement each other’s 
testimony. 

Senator Know.anp. Mr. Chairman, might I make a brief state- 
ment ¢ 

Senator Russell, the chairman of the Armed Services Committee, is 
unavoidably out of the city and Senator Byrd, who is acting chair- 
man of our Armed Services Committee, will not be present at the 
meeting today because he is presiding at the Committee on Finance 
in the absence of Senator George. 

On behalf of the acting chairman, Senator Byrd, since this is the 
first meeting of the combined committees, I would a to move that 
the chairman of the Foreign Relations Committee, Senator Connally, 
be elected chairman for the combined committees. 


*On July 80, 1951, S. 1762 was referred jointly to the fomenitiaw on Foreign Rela 
tion and Armed Services. Beginning on July 31, 1951, the Committee on Armed Services 
participated in the hearings. The hearings from July 31 to August 9, 1951, were held 
in ower session, and subsequently edited for security reasons. De letions are marked 
in the text. 
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Senator Smiru of New Jersey. I will second the motion. 

The CuarrMan,. Senator Smith, will ~~ put the question ? 

Senator Smiru of New Jersey. All in favor of the motion that 
Chairman Connally be made chair man of the joint committees of these 
hearings signify by saying “Aye.” 

(C horus “of aves. ) 

Senator Smiru of New Jersey. Contrary minded ¢ 

The motion is carried. 

The Cuarmman. I thank the members of both committees for this 
signal honor. 

Senator Morse. I want to commend the chairman of the Foreign 
Relations Committee for his views of courtesy and fairness in m: aking 
it possible for this joint meeting to be held. 

The CuatrMan. Very well. Thank you very much. 

Mr. Perkins, we will hear from you now. 


STATEMENT OF GEORGE W. PERKINS, ASSISTANT SECRETARY OF 
STATE FOR EUROPEAN AFFAIRS 


Mr. Perkins. General Collins, Mr. Bissell, and T are here this morn 
ing as a team to give you a picture of the European part of the 
Mutual Security Program. 

We are going to try to avoid generalities because I am sure all the 
Senators are well informed on the general aspects of the situation. 

We all know that the basic policy of the United States is to pre- 
serve United States security and that we feel that a free Europe is 
directly important to the security of the United States. 

Free Europe is also important indirectly in other parts of the world. 
We know what they are doing in Indochina and the Malayan States, 
Korea, and elsewhere. Without their assistance in many parts of the 
world, our situation becomes increasingly difficult, if not impossible. 

Europe, to be free, must, of course, be strong from the military 
point of view and it must also be strong economically, 

The two elements must go together. 

There is another basic consideration that I think we have to recog- 
nize and that is the importance of time in this whole program. We 
should have had our strength by now. We should have had it a year 
ago. All that means, I suppose, is that we must move as fast as we 
possibly can at the present time. 


DEFENSE PLAN FOR EUROPE 


To do that, we have worked out a general scheme of how we think 
we can get on with getting ourselves and our friends strong. 

The basic element in that plan is what is known as the defense plan. 
That is a plan which was worked out by the NATO countries, the 
North Atlantic Treaties countries, to figure out what was the best way 
of creating strength in the western area. 

In that ‘pl in the target date is in the next few years. That seemed 
to be the earliest pre acticable date upon which we would have any 
reasonable expectation of getting strength together. 

It was also predicated, ‘of course, on all the members of the North 
Atlantic Treaty doing their share and working together to produce 
that strength. A substantial part of the load, of course, falls on the 
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United States. Without our assistance in this plan, the target date 
would be completely impossible. 

The European countries could, of course, do a larger share of this 
themselves if we were willing to wait, but inasmuch as I think we all 
agree that delay is dangerous it is impossible for them to take a sub- 
stantially larger share of this plan and get the job done in the length 
of time that we think is desirable. 


NON-NATO AID 


Now, in addition to the funds for the support of the NATO coun- 
tries, there is in title I economic aid for countries which are not mem- 
bers of the North Atlantic Treaty Organization. Those are Germany, 
Austria, Trieste, Yugoslavia, Greece, and Turkey. 

Greece and Turkey, of course, are also getting military aid under 
title I. 

All of these countries, however, are essential to the security of 
Western Europe and, as you know, of course, we are doing what we 
can to bring Germany into the western defense system, and we are 
already working with the Yugoslavs. 


MILITARY AID TO WESTERN EUROPE 


On the military side, there is provision for the production of equip- 
ment, Which-has not yet been assigned, which will be used where it can 
do the most good. 

The possible uses of this equipment are, first of all, I think, to equip 


additional forces for the North Atlantic Treaty countries as they find 
it possible to raise forces in addition to those which they have already 
committed to the defense plan. 

There is also, of course, the strong probability that we will be able 
to use some of that equipment for Germany, Yugoslavia, and also 
the possibility of using some eventually perhaps in Spain. 

General Collins and Mr. Bissell can, of course, give you the details 
of how these funds are to be used. 

All of this adds up to a very large program and the American share 
of it is large. We have now been able to get 2 rough estimate of what 
the total magnitude of the problem is and, as Secretary Marshall indi- 
cated before, it is a substantial amount that is probably required from 
the United States. 

I think I should also point out that this is an order of magnitude 
and that the plans are still subject to change and study and are being 
worked on to see if we can improve them and save funds wherever 
we possibly can. 

What is being presented here is part of that total program for devel- 
oping the strength of Europe. It provides $5,295,000,000 for direct 
military aid and $1,675,000,000 for economic assistance, or a total of 
$6.968,000,000, 

Both of these figures have been very carefully screened. Both of 
them have been reduced below the original estimates because of the 
difficulties in the supply situation. There is not enough productive 

capacity to make all the military equipment that we think would be 
desirable, nor are there enough economic resources to give the eco- 
nomic assistance which might be desirable to enable Europe to per- 
form the maximum effort in assisting in the security program. 
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EUROPR’S CONTRIBUTION 


I think it might be well to point out very briefly what the NATO 
countries themselves are doing. They have very largely accepted 
the commitments which were indicated for them as part of the defense 
plan. The plan involved is that the European countries would pro- 
vide 85 percent of the manpower; that they would provide all the 
soft goods for their troops and, of course, their maintenance and pay ; 
that they would take a substantial part of the military end-item 
equipment and, of course, would have to contribute substantially in 
providing basic facilities. 

Even with their doing all of this, it leaves substantial equipment 
needs which must be met from the United States. These are particu- 
larly in the heavy equipment and the technically complicated 
equipment. 

Europe at the present time simply does not have the facilities or 
know-how to produce the equipment needed in the required time. 

In addition to that, of course, as we all know, their financial re- 
sources are still limited. 

It is a legitimate question as to whether or not the Europeans are 
doing all they can. { think it is impossible to say that they are, but 


I think it is fair to say that the more important are getting close to 
all they can do at the present time. We are urging all of them to do 
more, and to produce as much and raise as many troops as possible. 


EUROPE’S CAPACITY TO PRODUCE 


I think it might be useful if I put in the record here a few figures 
on the relative capacity of Europe financially and what they are 
doing financially in relation to what we are doing in the United States. 

The gross national product in the European NATO countries is 
approximately $104,000,000,000. The United States is $330,000,000,- 
000, so our total national product is over 3 times that of all the NATO 
countries put together. 

Senator Smrrn of New Jersey. What did you say the NATO coun- 
tries were? ’ 

Mr. Perxrns. You better figure it as 105. It is nearer that than it 
is 104. It is an approximate figure anyway. 

When you divide that in terms of per capita income, you get some 
very interesting figures. 

In the United States the per capita income is $2,143. In Belgium- 
Luxemburg, it is $764; Denmark, $812; France, $668; Italy, $344; the 
Netherlands, $560; Norway, $624; Portugal, $237, and the United 
Kingdom, $789. 

You have a pretty low average individual income to take anything 
out of for large defense expenditures. 

Senator Witey. How does the purchasing power of the dollar for 
the necessities of life compare in those countries with ours? 

Mr. Perkins. May I refer that question to Mr. Bissell, because I 
think he can answer that more authoritatively than I can. 

Mr. Bisset. I think the figures Mr. Perkins was quoting, sir, are 
all in 1951 dollars. That is, the effect of price changes have been 
eliminated and insofar as possible they are in terms of the same prices 
for the different countries compared. 
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Senator Wier. That does not answer my question. 

Senator Brewster. Does that mean that represents the comparative 
question as to the necessities in life? 

Mr. Bissett. No, sir. I suppose the answer to that question would 
have to be in terms of cost-of-living indexes for the various countries 
which would also take account of the exchange rate. I cannot give you 
that offhand. 

Senator Brewster. That is the only thing that would be really sig- 
nificant as to what the standard of living is, is it not? 

Mr. Bissetx, That is correct, Senator. I would say this: I do not 
think the differences between countries in the cost of living are suf- 
ficiently great to modify the comparisons indicated in Mr. Perkins’ 
figures to any considerable extent. 

That is to say, Mr. Perkins quotes a much lower per capita income 
for any one of the European countries, say France, and the United 
States. 

I think there is no reason to believe that the cost of food, for instance, 
the cost of transportation, other elements in the cost of living, are 
appreciably lower. The one exception is rent. In many of these 
countries, and in most of them, there have been rent controls in effect 
for very long periods, in some cases going back to World War I, that 
would make the cost of living for low-income families somewhat lower 
than, generally speaking, in the United States and Canada. But even 
thta modification, I think, would only amount to perhaps 2 percent or 
3 percent. 


TAXATION EFFORT IN EUROPE 


Mr. Perxrns. I have another table here which I think is also inter- 
esting, which is the percentage of gross national income which these 
various countries are taxing. 

Senator Smiru of New Jersey. Do you mean income or product ? 

Mr. Perxrns. Excuse me. It is gross national product. 

The United Kingdom is at the top of the list. They tax 33.7 percent 
of their gross national product. Norway is next with 31.8 percent. 
The Netherlands next at 28.4 percent. France, 27.3 percent; Italy, 24 
percent; Belgium, 19.6 percent; and Denmark, 18.8 percent; with 
Portugal only 11.4; but, of course, as you remember, Portugal was low 
on their average individual income. 

Senator Smiru of New Jersey. Are you giving figures there for 
gross taxes and not just armament taxes ? 

Mr. Perxtns. No; these are total taxes. 

Now, that compares with a figure for the United States of 26.2 per- 
cent if the new tax measures are enacted. At the present time our tax 
rate, I think, is about 24 percent of our gross national product. 

Senator Brewster. Does that take account of the difference in the 
economy of the countries as far as public operations of utilities, hotels, 
and other nationalized industries are concerned which enters into the 
national problem ? 

_Mr. Perkins. So far as tax money is needed to support those opera- 
tions they are included in those figures. 

Senator Brewster. But that, of course, is not the case here to any 
such extent ? . 

Mr. Perkins. That is correct. 
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Senator Green. Does that include the local as well as national 
taxes ¢ 

Mr. Perkins. Yes, sir; this is all taxes and it is also all taxes for 
United States. 

Now, I think this points up a little bit what I was saying earlier, that 
some of these countries are close to the limit of what you can expect 
them to do in taxing their people. It does not mean that they cannot 
make a further defense effort because there are switches which can be 
made within their budgets and in some of these instances it is quite 
possible they can further increase their taxes. 

However, it does show that I think particularly the major coun- 
tries are stretching themselves and we have to bear in mind that if we 
push them much further the effort may be self-defeating in that we 
will damage their economies to a point where they will ‘be unable to 

carry on and will not be able to carry out the defense effort which we 
would like them to carry out. 

Senator Brewster. What do you feel is the limit as far as we are 
concerned ¢ 

Mr. Perkins. I am not an economist, Senator. 

Senator Brewsrer. You were expressing an opinion on them so | 
thought you could qualify on America too, as well as England. * 

Mr. Perkins. I believe Mr. Bissell would rather answer this, but 
I should guess something like 35 percent would be a very heavy load 
for us. We would find great difficulty in raising more than that. 

Do you want to comment on that, Mr. Bisse Me 

Mr. Bissei.. No. 


EFFECT OF CUTTING THE PROGRAM 


Mr. Perkins. Another item of general consideration which I might 
put in at this time is what the general effects would be of a cut-back 
in the program which we have outlined here. General Collins, of 
course, can give you more specific information on that, as can Mr. 
Bissell. 

I think the general considerations that we have to bear in mind 
are that if we do cut the program back, we will, because of lack of 
equipment, lose combat divisions as planned in Europe, and we 
will get a decrease in the military effort in Europe. 

It is not just a deferral of it because you would disrupt training 
schedules and in some instances you might even have to shorten the 
period of service because they would not have the equipment or 
facilities with which they could train people. 

Most important of all, I think, is that if there was a cut-back in 
the program, there would be a great loss in European morale. They 
are getting themselves together to do all they can, and to do their 
share in this thing and if ‘they get the feeling that the United States 
is not interested, or is not giving them the help that is indicated, the 
loss in European morale, we fear, would be disastrous. 

Senator Russeiy. Mr. Perkins, in addition to the figures you have 
given us, I wonder if you could also give us the figures ‘for each 
country, the percentage of their total budget that the national defense 
part bears to the total ? 

Mr. Perkins. We have those figures. Unfortunately, I do not have 
them before me. We can submit those for the record, however, and 
will be delighted to do so. 
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(Classified information was supplied to the committee.) 

Mr. Perkins. The European morale situation, we feel, is coming 
along extremely well, and that although there is room for improve- 
ment, of course, there is an upsurge of desire to get on with strength- 
ening Europe, which is most encouraging and any measures at this 
time which would interfere with that or reverse it would be very seri- 
ous indeed. 

Now, one last point. As I have indicated, this program has been 
very carefully figured but in the final analysis, it deals with many 
important barriers. The price of raw materials and the availability 
of raw materials are two things which we can only estimate and which 
may well change during any such period as the one which we are 
facing. 

Also, there is the possibility that the economic strength of Europe 
may grow more rapidly than we have estimated, which might make 
it possible for Europe to undertake a larger proportion of the load 
than has now been calculated. 


REQUIREMENT OF NATO CONCURRENCE FOR MILITARY AID TO NON-NATO 
COUNTRIES 


Because of these and similar factors, we all feel that it is very 
important that there should be flexibility in the administration of the 
funds in this program, so that we can take advantage of changing con- 
ditions to pursue the most desirable course. Therefore, we have sug- 
gested two changes which we believe are important, which are included 
in the bill before you. The first are changes in section 101 (a) which 
permit the giving of military assistance without consultation with 
NATO. The provision in the existing legislation provides that before 
we give military assistance to any countries outside of NATO, we 
should consult with the NATO countries and secure their approval. 
This we have done, as you know, in the case of Yugoslavia. 

However, we think that this provision is perhaps unwise at this 
time, and that that should be changed so that we would be able 
toact without having to consult with the NATO countries. We would, 
of course, consult with Congress as we have in the past, but we would 
like to be relieved of the obligation to consult with the NATO coun- 
tries. It does not mean either that we would not talk with the NATO 
countries but we would not like the obligation of doing so. 

Senator Brewster. Did you have an amendment there / 

Mr. Perxrns. It is in the bill now, as I understand it, the bill which 
has been introduced by the chairman. 

Mr. Brewster. You mean that the provision is in there that you 
desire and it doesn’t involve a change. 

Mr. Perkins. It is a change from the existing legislation. 

Senator Smiru of New Jersey. On page 2, line 19, it says: 

Five billion two hundred and ninety-three million for assistance pursuant to 
the provisions of the Mutual Defense Assistance Act of 1949, as amended (22 
U. 8. C. 1571-1604), for countries which are parties to the North Atlantic Treaty 
and for any country of Europe (other than a country covered by another title 
of this act), which the President determines to be of direct importance to the 
defense of the North Atlantic area. 

Is that the language ? 

Mr. Perkrns. That is the language. In the existing legislation 
there was an additional provision that we should also consult with 
the NATO countries. 





132 MUTUAL SECURITY ACT OF 1951 


BREAKDOWN OF AID FIGURES 


Senator Loner. Of this $8,500,000,000, how much is military? Let 
us put it another way, Europe gets $5,293,000,000 in military ? 

Mr. Perkins. That is right. 

Senator Lopcr. How much in economic? 

Mr. Perkins. $1,675,000,000. 

Senator SpARKMAN. May I suggest that that is given on page 2 
of this bulletin ? 

Senator Loper. I haven’t got that bulletin. 

Senator Smirn of New Jersey. It is on pages 2 and 3 of the pending 
legislation before you. 

Senator Giterre. It is given in a table here in this pamphlet, 
which you can see very quickly. 

Senator Loner. I want somebody at some time to give a thorough 
breakdown of these two figures for Europe. I don’t know whether 
Mr. Perkins is the one to do it. Every day we have a witness I 
ask for it. 

(Classified information was supplied the committee. ) 

The Cuatrman. Senator, these three witnesses, Mr. Perkins, Gen- 
eral Collins, and Mr. Bissell, asked that they be allowed to sit over 
here together in order to correct each other and work together. 

My theory was that we would hear them all in their opening state- 
ments and then when we get through any Senator can ask any one 
of them any question that he desires, if that is agreeable to the 
committee. 


Senator Loper. Any arrangement at all is all right with me. 


OTHER CHANGES IN EXISTING LEGISLATION 


Mr. Perkins. The next change in the legislation is in section 101 
(b), and that provides that economic assistance may be given to 
countries which qualify under 101 (a) and not just to the countries 
which are members of the Organization for European Economic 
Cooperation. 

The purpose for that is to make it possible to give economic assist- 
ance to Yugoslavia without having to go through the military assist- 
ance route for that. | Deleted. ] 

Then there is another change in 101 (c), which provides for the 
authority to transfer 5 percent either way between economic and 
military figures. This is important, as I indicated, from the point 
of view of being able to take care of changed conditions and to use 
the funds to their maximum effectiveness in assisting Europe. 

Senator Brewster. You have a later provision about a 10-percent 
transfer also. 

Mr. Perkins. That is between titles and that is similar to the pro- 
vision which has been in the legislation before, as I understand it. 

Senator Smirx of New Jersey. Then do I understand, Mr. Perkins, 
that this 101 (c) is a new paragraph that didn’t appear in the previous 
legislation ¢ 

Mr. Perxrns. That is correct. 

Senator Smirn of New Jersey. This 5-percent transfer is between 
economic and military ? 

Mr. Perxins. Yes; in title I, in Europe. 
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Mr. Chairman, that concludes the point I wanted to cover. 
Senator GREEN (acting chairman). Thank you. 
We will now hear from General Collins. 


STATEMENT OF GEN. J. LAWTON COLLINS, CHIEF OF STAFF, 
UNITED STATES ARMY 









by General Coxiins. The evil free men face today is more than an 
ideology; it is a counterfeit creed suported by organized military 
> might and dominating an empire already embracing one-third of the 

world’s population and one-fourth of its land areas. Until June 1950 
> Communist imperialism won easy victories against little opposition. 
> With almost timetable regularity, nation after nation was enslaved 
behind the iron curtain. Now their day of easy victory is gone. They 
have been checked, for the time being at least. 

But the relentless pressure to achieve their aims continues without 
let-up. They are ready to use all forces and motives which lead even 
for a moment in their direction. The fronts change, the tactics change 
but their aims remain the same. 

Our goals must be just as clear and just as constant and we must 
have just as much staying power. We have had some success in our 
mutual defense efforts during the past 2 years, and there is a natural 
temptation after long months of struggle and sacrifice to question our 
objectives and to relax the pressure, but now more than ever before 
we must remain steadfast. 
























NEEDS OF THE FREE WORLD 


The free world needs us as much as we need the free world. Con- 
sider for a moment the matter of strategic raw materials which are 
so vital to the security of our Nation. 

Few of us fully appreciate that in each medium tank—which is 
the backbone of our armored forces—there is a striking and thought- 
provoking example of our dependence upon others. Each medium 
tank requires : 

One thousand nine hundred and fifteen pounds of chromium of 
which 99 percent of the ore is imported ; 

Nine hundred and fifty pounds of manganese of which 92 percent is 
imported ; 

Five hundred and twenty pounds of nickel of which 92 percent is 
mares : 

Ine hundred pounds of tin of which 78 percent is imported ; 

Six thousand five hundred and twelve pounds of bauxite (the ore of 
aluminum) of which 65 percent is imported ; 

One thousand four hundred and eighty-four pounds of copper of 
which 29 percent is imported. 

Senator Smrru of New Jersey. Could you say how much of this 
could be obtained in the Western Hemisphere? Do you have a break- 
down of that ? 

General Cotiins. We could check that, Senator. Some of it comes 
from the Western Hemisphere, some from the Far East and some 
comes from Europe. 

And there are many other examples, which are equally as im- 
pressive. 
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In addition to the great importance of strategic raw materials to 
the defenses of the free world there is the ancillary and equally im- 
portant factor of productive capacity. On this score Europe’s indus- 
trial power is second only to that of the United States. 

While I endorse the militiary aid aspects of the entire Mutual 
Security Program, I appear before you today as a Department of 
Defense witness on that part of the program pertaining to the North 
Atlantic Treaty countries in Western Europe. 


WESTERN EUROPE’S IMPORTANCE TO THE UNITED STATES 


The security of Western Europe is vital to the security of the 
United States, and the defense of it is in effect a defense of the United 
States—a factor which I think is often overlooked—and all the rights 
and freedoms that our great Nation stands for. Our objective is 
generate in Europe the strength in being and the mobilization capacity 
which, toxether with political stability, will be sufficient to deter the 
Communists from attempting to seize Europe’s industrial capacity. 

We are concerned not only with the geographical aspects but, even 
more important, with the defense of our way of life—the dignity of 
the individual, his standard of living, his political freedom, his free- 
dom of worship, freedom of spee ech, and freedom of the press. Al- 
though we do not always see eye to eye with our friends, the compelling 
truth is that even if there were few bonds of friendship and no cultural 
ties, the nations of Western Europe would still be necessary to the 
survival of the free world. 

The importance of the productive capacity of Western Europe 
should not be underestimated. If Western Europe falls under Com- 
munist domination, there will be lost to the forces of freedom the 
industrial efforts and scientific skills of more than 200 million people. 
The coal and steel of the Ruhr, the Saar, and the Lille areas would be 
among the resources available to our potential enemies, and the eco- 
nomic scales might be tipped against us. 

Today, the free nations of the world have a material productive 
advantage over the Communist nations, but if Western Europe were 
lost this adv: antage would be greatly reduced. The free world now 
out-produces the Communist nations approximately 3 to 1. If West- 
ern Europe were lost Soviet productive capacity would exceed the 
free world’s. And if Western Europe were lost, the Middle East 
would not be far behind and the Communists would then control half 
of the world’s oil reserves. 

If Europe and the Middle East should fall under Communist dom- 
ination, the Western Hemisphere would face almost certain war or 
economic strangulation. The political, economic, and ultimate mili- 
tary conflict that would ensue is dreadful to contemplate. It is by 
no means certain that we could survive such a conflict, or could stand 
for long without our European friends and their resources. In cold 
reality, we need Europe as much as Europe needs us. 


IMPORTANCE OF OUR INDUSTRIAL CAPACITY 


To achieve security each nation must contribute its share, and must 
concentrate on what it does best. Since the turn of the century, the 
foundation of American strength has been our great industrial 
vapacity. 
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It is through this enormous productivity that we can make a most 
vital contribution to the mutual defense efforts of the NATO coun- 
tries. Toa large degree the progress already made in our collective- 
security effort is due to the economic and military aid provided for 
the North Atlantic Treaty area during the past 2 years. In addi- 
tion to its material benefits, our aid is also serving as a tremendous 
psychological stimulant to the Europeans in getting them to help 
themselves. 

The greatest stimulus, of course, came from the establishment of 
Genel ‘al. Eisenhower's headquarters and the further development of 
the North Atlantic Treaty Organization. These organizational gains, 
no matter how inspiration: al, are meaningless, however, without the 
equipment to back them up. This equipment is an important part of 
that program, and is essential to the morale of our allies. 

Those of you who visited Europe earlier this month were told i 
some detail how the program is worked out. About all IT can add i 
a general statement of what is done by the military departments a 
Washington. 


HOW THE MILITARY PROGRAM IS WORKED OU'l 


On the basis of the 1949 Mutual Defense Assistance Act—that is, 
the fiscal year 1950 program—we put our military assistance advisory 
groups Into the countries, and started to build up the vast fund of 
data we now have. When, in December 1950, the participating coun- 
tries made firm commitments to build up certain forces, and when 
General Eisenhower was appointed to develop NATO plans and put 
them into effect, we had a businesslike basis for our current program. 

Specifically, it is the Joint Chiefs of Staff who recommend to the 
executive departments the breakdown of funds by country and service. 
The ceilings they establish guide the services in preparing detailed 
programs for supply action. Priorities and allocations remain sub- 
ject to JCS review and recommendation and the complicated business 
of dovetailing foreign aid with our own military needs is guided by 
JCS policies. 

Once the funds have been allocated on the basis of approved pro- 
grams, the supply cvele proceeds exactly as it does for our own maté- 
riel. As in all supply programs, there are day-to-day changes which 
are usually minor and which can be handled by our service supply 
agencies. Major changes require interdepartmental approval, based 
on the recommendation of our people overseas. Therefore, a plane, 
or an artillery piece, or a ship, for example, is only provided after 
thorough screening, analysis, and review of the requirements both 
abroad and here in the United States. 

In addition to contributing the bulk of the forces required, our Eu- 
ropean partners are also contributing substantial quantities of the 
items required for the initial equipping of their forces, such as major 
armament feasible to produce in Europe, small arms and ammunition, 
all personal equipment, food, housekeeping supplies, and the like. 
And they also maintain posts, camps, and training areas. 


TRAINING ASSISTANCE FOR NATO 


Of equal importance with our shipments of supplies and equip- 
ment which I have mentioned is our training assistance. Dollarwise, 
this aid is not very large, but it is extremely important since the effee- 
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tive and economical use of our equipment depends upon proper 
training. 

In this connection, during my last trip to Germany, I visited some 
of the Army schools which we were operating. These schools are 
training technicians not only for our own units but for the European 
countries who are receiving military aid—and I can assure you that 
our investment in that school system in Europe is paying tremendous 
dividends. For example, = 1949 in those Army schools we have 
trained more than 2,000 selected foreign nationals. And the Navy 
and Air Force have trained almost 2.500 additional students. 

Another realistic step was the recent decision to establish a NATO 
Defense College for the training of individuals who will be needed to 
serve in key positions in the NATO. There is a high-priority require- 
ment to develop leaders, both on the military and civilian side, who 
will have a thorough grasp of the many complicated factors which 
are involved in the problem of creating an adequate defense posture 
for the North Atlantic Treaty area. The school is tentatively sched- 
uled to open October 1, 1951, and will include a study of the military, 
political, and economic factors which are involved in NATO defense 
efforts. This is an important step in the efficient and economic use of 
our forces and equipment, and is a long-range step looking to the day 
when European military leaders will be in the best possible position 
to guide the destinies of their defense forces. 


OTHER NATO EFFORTS 


This aid is beginning to produce results. General Eisenhower's 
headquarters is no longer a command without troops. The forces— 
land, sea, and air—are assembling from both shores of the Atlantic. 
And they are training alongside each other in excellent harmony. 

Their ranks are filling and while still short of equipment, they are 
now beginning to receive a steady stream of the supplies they need. 

Other great strides have also been made. The terms of military 
service in certain countries have been lengthened, and there are indi- 

cations that in some cases further increases may be adopted. Mili- 
tary forces are being reorganizd to produc more combat units to fit 
into General Eisenhower's command. Europe’s pre-Korean rate of 
military expenditures has been greatly increased and further increases 
are probable. Our partners are continuing to expand their production 
and are turning out what they can at an increasing rate. 


BRITISH AND FRENCH FIGHT AGAINST COMMUNISM IN FAR EAST 


From time to time the question is raised as to whether our European 
partners are doing enough in the common cause. I think that we are 
often prone to overlook the contribution made by the British and 
French in their far eastern defense against Communist aggression. 
Substantial numbers of French and British forces have been fighting 
Communists in Indochina and Malaya almost without pause for the 
past 5 years, and the sacrifices, both in men and treasure, have been 
significant. 

The question has also been raised as to whether the Western Euro- 
peans have the will to resist. 

During my last visit to Korea, I had the opportunity to get first- 
hand information on the performance of our European partners in 
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Korea. While touring the battle front with General Ridgway, I 
visited other United Nations units as well as our own. 

Just prior to my visit, a French battalion had fought near Wonju. 
This unit climaxing a particularly tough action, had gone into a 
bayonet charge and driven off the enemy force. The action of two 
French lieutenants who won the Silver Star for gallantry in action 
was especially noteworthy. 

When the enemy launched the attack, these two infantry platoon 
leaders, with complete disregard for their own safety, led their men 
in a bayonet charge. By their fearless aggressiveness they so in- 
spired their men that they routed the Communists, who fled leaving 
behind more than 80 casualties. Both of these officers were seriously 
wounded as they set an inspiring standard of heroism for their troops. 

The Frenchmen have fought superbly and so have the British, 
Dutch, Turks, and all the other United Nations units. Their deeds on 
the battlefields of Korea speak more eloquently than anything I could 
possibly say here. 

And from my recent trips to Europe, I am convinced that there is 
a resurgence of spirit in the European armies, particularly among the 
younger officers and noncommissioned officers where it counts so 
greatly. 


NEED FOR STRONGER SINEWS 


With such signs of success to reward our efforts of the past several 
years it is only natural that we should be inclined to question the need 
and the scope of further aid. 

The sinews of the free world are stronger, but it is imperative that 
they be made stronger still. It is insufficient to insure our ultimate 
victory should another great conflict engulf the world. We must 
build our sinews to the point where we can prevent the advent of such 
a tragedy. 

The path ahead is not easy. Regardless of what happens in Korea 
or elsewhere, must face the future with calmness, determination, and 
vigor as we join with our partners in rebuilding the strength of the 
free world industrially, economically, politically, and militarily. 

A strong Western Europe is one of the major sinews in the defense 
of the free world. 

A strong Western Europe is a major bulwark in the defense of the 
United States. 

The fiscal year 1952 Mutual Security Program is an essential step 
in establishing not only the strength of Western Europe, but, most 
important, the security of the U nited States and I recommend it for 
your favorable consideration. 

Senator Green (acting chairman). Thank you, General. 


PROCEDURE OF RELEASING TESTIMONY 


Senator Brewster. Do I understand that the General is releasing 
this statement? 

General Cotiins. That is a matter for the committee to decide. 
This is an executive session. It is perfectly all right with me if that 
statement is released. 

Senator Green. We should learn if they are giving us any infor- 
mation which should be regarded as secret or confidential. 
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Senator Brewster. This was a matter that was discussed with 
Senator Connally the other day, the question of what we should do 
here. If.it is to be executive, I think the whole thing should be 
executive. If there are to be releases, that should be determined by 
the committee. 

I hoped there would be some means by which day-to-day releases 
could be made. Whether that would be practicable was a matter for 
consideration by the committee. 

Senator Green. Perhaps you can decide that after we have heard 
from these three witnesses. 

Senator Brewster. As we understand at present, it is all executive. 

Senator Green. That is right. 

General Couuins. May I add something to that, Mr. Chairman? 

I made essentially the same statement. It is not exactly the same, 
but the essential elements are all in the statement which I made before 
the House committee. That was released. 

Senator Brewster. Were those open hearings ? 

General Cotuins. No; they were executive hearings. That state- 
ment was released with the permission of the committee chairman. 

With the exception of certain passages in that statement, it has 
already been released by another committee. 

Senator Green. You have no objection, General ? 

General Couuins. No, sir: I have not. 

Senator Green. We might ask the same thing of Mr. Perkins. 

Mr. Perkins. I think there are some things in my statement that 
should not be released. 

Senator Green. Would you denote those by editing a copy of the 
transcript / 

Mr. Perkins. I think we would have nothing that we could release 
on my statement today in any event. 

Senator Gutterre. Mr. Chairman, may I ask something to clear 
my own thinking on this? 

As I understand, the real difference between the statements by Mr. 
Perkins and General Collins is that General Collins has a prepared 
statement which is in the hands of each one of us. The other was a 
statement given off the cuff, which we do not have. 

Now, it means to me that where we have a prepared statement like 
this, unless we are to turn it back in, it might very appropriately be 
subject to release. 

General Cottins. We have put no security classification on this 
statement of mine from a military point of view. 

Senator Green. It is for the committee to decide in the last analysis. 
Even if the witness has no objection, the committee might have some. 

Senator Gitterre. It seems the distinction might be between a pre 
pared statement and one given off the cuff as Mr. Perkins gave his. 

Senator Brewster. The difficulty I might point out is that we are 
going on with hearings for a couple of weeks here on matters con- 
corning which there are a variety of viewpoints. If you simply pro- 
vide that they come in with released statements, all of which present 
a more or less integrated point of view, than the other side of the 
ease—and I presume there is one; that is why we are here—would 
have inadequate presentation in the press. That is why I feel we 
should give careful consideration either to giviug a balanced view- 
point or not giving any; either one or the other. 
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I do not think that for 2 weeks this country should be saturated 
with one point of view when there presumably is going to be much 
more information develop as a result of questioning. 

Senator McMauon. Of course, the Senate floor will be open to 
anyone who wants to express a contrary point of view. 

Senator Brewster. I do not want to give you a 2 weeks’ start on 
presenting this to the people and that is what this would amount to. 

Senator McManon. You could go up there tomorrow and make a 
speech about it. In fact, I have seen considerable in the paper already 
presenting the other point of view. 

Senator Brewster. I am not questioning that. I am emphasizing 
the importance of these committee hearings and if the material devel- 
oped by questioning is not released we are ‘all under certain limitations 
in addition. 

I believe if they would indicate what they thought should be classi- 
fied, then we would be perfectly free. ‘The press would have it and 
the whole subject would be open. Unless we arrive at some modus 
vivendi of that character, it seems we are not giving the whole situa- 
tion a fair approach. 

Senator McManon. It might be worth considering setting up some- 
thing of the same system that we had in the other hearings. I think 
it is essential that the country be educated on this thing. 

Senator Brewster. I think it is very important. I would welcome 
that. 

Senator McManon. I think there is one other statement vou made 
that rather disturbed me. You said, “I don’t intend to give you a head 
start.” That would indicate two things. 

Senator Brewster. I would withdraw it and apologize, sir. 

Senator McManon. I was not speaking of my own attitude. I was 
going to point out that IT hoped that was not an indication of your 
attitude and that you had arrived at an opinion at this time that this 
program should not be implemented. 

Senator Brewster. I referred to those who are presenting the pro- 
gram, rather than to any members of the committee who, I think, are 
all sincerely seeking the facts on this situation. I do not think any of 
us have arrived at any prejudgments yet. 

Senator McManon. I am happy to hear that. 

Senator Green (acting chairman). This is an executive session. 
Until the joint committee decides otherwise, everything will be re- 
garded as confidential. 


Mr. Bissell. 


STATEMENT OF RICHARD M. BISSELL, DEPUTY ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION 


Mr. Bissety. Mr. Chairman, I think the committee members are 
aware that of the total authorization requested, the total being just 
under $7,000,000,000 for Europe, that $1,675,000,000 is for economic 
support. 

I believe, sir, the most useful statement IT can make to the members 
of the committee is to try to explain briefly and as clearly and as con- 
cretely as I can the relationship between the economic assistance that 
is here requested, and the process of rearmament in these Western 
European countries. I want to say that some part, of course, of that 
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economic aid requested cannot be related to rearmament and I would 
like to go into that in just a moment and anticipate any questions 
that I can on that point. 


WHAT EUROPE 





NEEDS TO DO FOR REARMAMENT EFFORT 


To rearm on the scale that we believe it is possible for them to do 
in the course of the next year, this whole group of European countries, 
including both the North Atlantic Treaty members and the other 
European countries that have been recipients of military and economic 
aid—especially Germany, Greece, and Turkey—will have to increase 
their rate of expenditure for military purposes very substantially 
over the $7.5 billion in the fiscal year just ended; that is, in the 12 
months corresponding to the United States fiscal year that has just 
ended | deleted |. 

They will have to put more manpower in the armed forces and it 
is our estimate that the average strength of the armed forces through- 
out, comparing the 2 years as a whole, will increase by nearly 500,000. 

They will have to expand the production of military items in those 
countries and also the consumption for military purposes of such 
goods as textile or such raw materials as cotton and wool, as well as 
the nonferrous metals and the like. 

We estimate that at least 1.5 million of the European working force 
will have to be added to military production, on the average, in the 
new fiscal year, as compared to that just ended. 

Clearly rearmament in the sense of these magnitudes cannot be 
accomplished without basic productive resources. That is, capital 
equipment, facilities, the labor force of these countries being brought 
into full employment where it is now unemployed, being ‘employed 
more intensively and being taken away from other uses. 

Senator Gitierre. Mr. Chairman. 

Are you speaking now of the three countries you singled out? 

Mr. Bissix. I am speaking of the whole group of European coun- 
tries, including the NATO members, and those three. 

Another way of making my last point is to say that, of course, the 
burden and effort of rearmament in Europe, as here, must come out 
of increased production and out of reduced consumption or out of 
reduced capital investment. 








MAJOR BURDEN TO BE MET FROM INCREASED PRODUCTIVITY IN EUROPE 
A basic principle of the whole program which is reflected in the 
economic magnitudes I am discussing is that the major part of the 
burden of rearmament in Europe has got to come out of increased 
production in Europe. By the “burden ‘of rearmament in Europe,” I 
mean the burden of increased manpower supplied by the Europeans ; 
the burden of increased production in Europe. 

In other words, that part. of the burden which represents a con- 
tribution by the Europeans themselves, over and above the aid that we 
give in the form of military end items. 

Senator Brewster. Have you gone into the details of that 44-percent 
increase in industrial production and what the significance of that all 
is as compared with, let us say, 1938 ? 
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Mr. Bisseti. If you mean by that, Senator Brewster, can we give 
that estimate by countries, the answer is “Yes.” We can give a good 
deal of indication by the types of items produced. 

I do not have those figures before me. 

Senator Brewster. I take it France, perhaps, would be the more 
significant one. The others would be more or less incidental. 

“Mr. Bisseiy. The largest single increase, I believe, has been in the 
northern countries of the United Kingdom and Norway. 

I would think, as you suggested, sir, that the figure is of the greatest 
significance, of course, in the major powers— that is, Bri itain, Fi rance, 
Italy, and Germany. 

Senator Brewster. Would you at sometime give that to us? 

Mr. Bissexu. I will at a later time if I may, Senator Brewster, de- 
velop those figures. 

As I say, the basic principle of this program is that most of the 
extra European effort must come out of increased production. 
| Deleted. | 

I want, before I explain and justify that statement further, to try 
agricultural and industrial production that I believe to be necessary 
if rearmament is to go forward. 


INCREASED EUROPEAN IMPORTS NEEDED FOR INCREASED PRODUCTION 





Increased production in these European countries, dependent as 
they are on foreign trade and particularly on imports of food and raw 
materials, is bound to mean an increase in their imports from the rest 
of the world. Concretely and specifically and in terms of constant 
prices, we believe that, leaving the United Kingdom out of the picture, 
their imports from the rest of the world—those ng Pee they have to 
pay for in gold and dollars—will need to increa about 8 percent a3 
between 1950-51, the period just ended, and fise al? )2, the period we 
are discussing. 

The increase in the case of the United Kingdom, which is the one 
most dependent on foreign trade, will have to be even greater. 

I make’the distinction because I think you are all aware that there 
is proposed no economic assistance to the United Kingdom in the new 
year and although the figures are important in the armament effort, 
they are less significant in connection with the appropriation pro- 
posed, or the authorization proposed for economic assistance. 
now to put in as concrete terms as I can the connection between eco- 
nomic aid from this country and this increase in production, both 

Senator Brewster. Now have you divided the requirements of 
raw materials between the gold dollar bloc and the sterling bloc / 

Mr. Bissett. We have, sir. We have the estimated imports of these 
countries and, as a matter of fact, we can give them to you if you 
wish them in that detail, by some seven different areas—the gold and 
dollar bloc which can be further broken down into Canada and the 
United States, or the United States and the rest of the Western Hemi- 
sphere, and we can give them for other major regions of the world. 

Senator Brewster. Would that not be very significant, how far it 
is going to effect the gold dollar or how far it comes within the sterling 
bloc. 

Mr. Bisset... I can give you certain figures which give some indica 
tion. I can then at a later point if you wish go into further det ail, 
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I will give you, if I may, the actual magnitudes—and for the reasons 
I have just indicated, I will leave out the figures for the United King- 
dom. I have them including the United Kingdom if you wish them. 
This is in terms, roughly, of constant prices. By that I mean we have 
tried in the figures I am about to quote to eliminate any allowance for 
price increases. We estimate that gold and dollar imports will in- 
crease 2,810,000,000 in the fiscal year just ended to 3,025,000,000 in the 
new fiscal yea 


That is the i increase of 8 percent to which I have just referred. 
AMOUNT OF IMPORTS NEEDED BY EUROPE 


Taking now total imports from all parts of the world other than 
the European countries themselves—that is the imports of Western 
Europe as a whole from the outside world—we expect that in volume— 
that is eliminating allowance for price increases—those will remain 
approximately constant. 

The figure for the last year was $6,339,000,000 and we estimate that 
it will be approxim: ately 10 million lower—$6.328,000,000 for the 
new year. 

Those, I would like to emphasize again, are figures given that are 
intended to eliminate the effect of price increases. 

Now, giving the actual figures for the fiscal year just beginning. we 
expect that gold and dollar imports will be $3,220,000,000, which is 
some 200 million larger, by reason of anticipated price increases, and 
ion total imports will be $6,890,000,000, which is, as you see, over 

500 million larger, by reason of price increases bet ween the 2 years. 

That latter figure reflects, Senator Brewster, among other things, the 
higher prices for sterling-area raw materials of which you spoke. 

Senator Brewster. For instance, in Belgium, which has the Belgian 
Congo, from which we get a lot, that they excluded the Belgian Congo 
from these figures which was a little st: artling in estimating the fise “a 
situation. Whether there are other illustrations of that I don’t know. 
That developed one item, as we will see. 

Mr. BisseLu. We have included, not these import and export figures 
which are for the continental countries alone, but we have included in 
our balance-of-payments figures, in every country with colonies or 
dependencies, an allowance for the net dollar earnings or the net dollar 
oe of that monetary area. 

In the case of the Congo, specifically, it is our expectation that the 
Congo will not be a net dollar earner for Belgium during the new year, 
and during the year just ended the Congo lost dollars was on a small 


scale, a net—it lost dollars to a small amount. I think the amount was 
$15 million. 


Senator Brewster. It was included. 

Mr. Bissetu. The net figure is. 

In the United Kingdom we have included in both figures an estimate 
of the net dollar earnings of the rest of the sterling area. That is of 
very large magnitude in both cases. We have included the same figures 
for the French colonies in the French case. 

Senator GREEN (acting chairman). We don’t want to interrupt the 
orderly process. You will have plenty of opportunity to ask questions 
later after we have all finished. 

Senator Brewster. Excuse me. 
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Mr. Bissein. I was at this point in my presentation. I was explain- 
ing why it is that a general increase in production in Europe is bound 
to mean, In physical terms, some increase in the volume of imports. 
A large part of that, of course, will be in raw materials, because 
Europe’s imports are so‘predominantly raw materials, feed and food- 
stuffs, with very, very small imports of finished consumer goods. 


EFFECT OF REARMAMENT ON EUROPEAN EXPORTS 


The process of rearmament in Europe will also inevitably have the 
effect of holding down any increase in Europe's exports, in spite of the 
general increase in industrial production that we expect, which comes 
on top of the very large increase that has already occurred. 

Again, I think the reasons for that need to be emphasized. Re- 
armament in these countries means above all things heavy expendi- 
tures by their governments for the products of the metal-fabricating 
trades: sizable “expenditures even for things like textiles, shoes, quar- 
termaster supplies for their forces, and the like; heavy expenditures 
for military construction in these countries. 

We expect, for instance, their procurement of major matériel to be 
increased to two and one-half times the year just ended; their military 
construction expenditures to go up by about 100 percent, perhaps, 
from one year to the next. These are demands on their own resources 
and this employment of their labor, materials, and facilities. of course, 
competes with the export trades. What is going to have to seme am in 
many of these European countr ies—notably, for instance, in Britain 
and to some extent in France—is that they will have to eid their 
exports of soft goods to make up for an actual cut in their exports 
of hard goods. In other cases—notably Germany. where there is a 
lot of excess capacity—we believe there will be, and we have allowed 
for, a large increase in their exports of hard goods. 

We believe it is possible for the Europeans, in the face of these 
pressures and in the face also of the inflationary pressures that will 
be generated within their own boundaries and which tend to interfere 
with the expansion of their sales abroad—we believe it will be possible 
for them to maintain the physical volume of their exports approxi- 
mately constant. We believe that they cannot do better than that in 
earning foreign exchange. 

I would go further and say that it is our general view that if the 
Europeans could spare more resources, those extra resources ought to 
go into military production itself and not into a further increase in 
their exports to the rest of the world. 


ESSENTIAL PURPOSE OF ECONOMIC AID TO EUROPE IN PROPOSED LEGISLATION 


May I sum up this point, then, by saying that very concretely the 
purpose that economic aid is expected to serve in this new fiscal year 
is to enable the Europeans to increase their imports by about 8 percent, 
to take account of the fact that they cannot further expand their 
exports, and we believe that unless il things can happen, rearma- 
ment cannot go forward in Europe. 

Now, in m: aking that point, I think I have deliberately skipped over 
and I now wish to return to what seems to me to be the key question 
in connection with any economic aid to Europe next year. This is 
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the question given the great economic recovery that has already oc- 
curred in 3 years of the Marshall plan. Why cannot the Europeans 
do more out of their own resources? Why does rearmament have to 
come so largely out of increased pr oduction? Why cannot more of it 
come out of a cut or a further cut in the European standard of living / 
Why they cannot make cuts or further cuts than we have allowed for 
in their capital investment that is going on 4 

I think that I can answer that | question through three points to 
which I wish to refer briefly. 


DANGER OF INFLATION IF CONSUMER-GOODS PRODUCTION IS CUT IN SOMF 
EUROPEAN CUNTRIES 


First of all, in certain countries—and this applies, as I have already 
suggested, primarily to Germany and Italy, but also it applies in 
lesser degree to France and Belgium—it is our belief that we cannot 
expect any greater cut or limitation on the production of consumer 
goods than has been allowed for in our estimates, without disastrous 
inflation taking place in those countries. ‘The reason is a reason I 
have already referred to. In Germany, and Italy, espeecially, there 
will be a large number of people drawn back into employment who 
have been unemployed. In both France and Belgium, notably, there 
is opportunity for a good deal of working of longer hours, the up- 
grading of people now working in agricultural and low-paid service 

‘ades as they are drawn into industrial occupations—all of the 
heme cei with which we were familiar in this country from 1940 
to 1943 and 1944, and that is again occurring in this country. 

That phenomenon means larger incomes paid out, even if there are 
no increases In wages, and that is something that cannot be effectively 
controlled or wholly offset by higher taxes in a period of rapid increase 
in military expenditures, such as s the present. 

I have looked at the figures, the history of what has happened in 
this country. It is interesting that from 1940 all the way through 
until 1944, there was a steady increase, for instance, in per “sonal-con- 
sumption ‘expenditures measured in constant prices in the United 
States, measuring exactly that same phenomenon. There has been 
an increase in personal- -consumption expenditures from the first half 
of 1950 to the first half of 1951, again measured in constant prices, 
the same phenomenon that I speak of in Europe. And therefore we 
believe that, particularly in the four countries I have mentioned, there 
will have to be, there will be some increase in total consumers ’ expend- 
itures, and we will be courting disastrous inflation if there cannot 
be some increase in the production of consumers’ goods. 


DANGER IN REDUCING STANDARD OF LIVING IN EUROPE 


The second point is that even if this particular factor were not so 
important, and in countries where it is not, there is an obvious limit— 
and Secretary Perkins has referred to this—to the extent to which 
the standard of living can be reduced in Europe. He has given you, 
and I believe you may have heard in other testimony, comparative 
figures on per capita consumption, or the standard of living in Europe 
and in the United States. Not only is there a very wide absolute 
difference, which I personally think is of only limited significance to 
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all of us; the important point is that in this country our per « ‘apita 
consumption, again correcting for price changes, is nearly 40 percent 
above prewar. 

In the European countries, in general, consumption has just about 
been brought back to prewar. It is a little above prewar in one or 
two, probably in the United Kingdom, and in Sweden, but that is 
irrelevant because there is no economic aid proposed. 

Senator McManon. That is on account of increased population ¢ 

Mr. Bisset. Increased population means that the total is larger, but 
I am talking here of per capita consumption. It has just about been 
brought back to prewar. You have, therefore, not only an absolutely 
mue h lower standard of living in all of these countries, and I am glad 
to give you again some of the figures on that if you wish, but you have 
countries where, for the last 14 years, their consumption has been 
below the level reached in the late 1930’s, which was not a period, 
after all, of great and booming prosperity anywhere in the world. 


CONSUMPTION IN GREAT BRITAIN 


Senator HickenLoorrer. What did you say about the per capita con- 
sumption now in Great Britain as compared with prewar 

Mr. Bissetz. I think it is probably 2 or 3 percent above prewar. 
The distribution of income, of course, is very different. 

Senator HickenLoorer. We were told in Britain that rationing was 
just as austere now as it was during the war; to all intents and pur- 
poses very little more than the greatest austerity of wartime was avail- 
able. 

Mr, Bissetu. Well, Senator, I can give you precise figures. My 
impression is that the present consumption of especially the variety 
foods, notably meat, is lower than it was in wartime. Rationing of 
certain items in Britain is just as severe. I would guess that “the 
housing shortage is just about as bad, and they haven’t been able 
to do much new construction. 

On the other hand, rationing covers many fewer items than it did 
in wartime and the first two postwar years. 

Senator Hickentoorer. How about milk, eggs, and meat? 

Mr. Bisseit. Meat I think is about as bad asin wartime. I have the 
impression that on dairy products they may be a little bit better, but 
that, I say, is purely a guess. 

Senator Hickentoorer. The only reason I raised it was because we 
were told, and it was emphasized, that the austerity of the British 
citizen, outside of the hotels, which are unrationed in order to attract 
tourist dollars, was to all intents and purposes across the board prac- 
tically as severe as it was during wartime. 

Mr. Bissext. I think it is very nearly so, Senator. 

Senator HickeNntooper. That is why I couldn’t reconcile your state- 
ment that their per capita consumption was back to prewar or slightly 
over. 

Mr. Bisse... Senator, if I may suggest, sir, I think that usually 
the term “austerity” is taken to measure the direct controls on the 
standard of living, notably the amount of rationing, the availability 
of certain kinds of items like meat, gasoline, and others that were 

rationed during the war. Now, I am sure that, measured in terms of 
the number of dollars’ worth of consumer goods at constant prices 
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that the average British citizen is buying today, his standard of living 
is certainly very close to prewar and probably, as I say, several per- 
centage points above. However, meat consumption is way below pre- 
war, and I think, as I said, is below the level of the wartime itself. 


On a number of other foodstuffs certainly the level is down close to 
wartime levels. 


Senator Brewster. Fish is the one item that is way up. 
Mr. Bissett. Fish is way up because that is not rationed. 


Senator Brewster. The people ought to live on fish, as a matter 
of fact. It is much better. 


Senator SparkMAN. Isn’t it true that there are 
rationed in England ? 

Mr. Bissein. Well, sir, in the food field meat is rationed, fats and 
oils and sugar are still rationed. I think those are the main areas of 
rationing on that side. 


Senator SparKMAN. You mentioned gasoline. Gasoline 
rationed. 


very few items now 


is not 


Mr. Bissett. Gasoline is no longer rationed. 
Senator SPARKMAN. So, even in the face of this so-called austerity 


or food program, England has gradually gotten away from an over- 
all rationing. 


Mr. Bisseiy. That is correct, Senator. 

To finish this point, Mr. Chairman, I simply want to make the 
point that the circumstances and conclusions I have referred to do in 
our opinion set a very sharp limit to the extent to which rearmament 

can come out of the hides of the European citizens in the form of a 
further lowered standard of living. 

Senator HickenLoorer. May I just refer for this purpose at this 


point in the record to a report which we had in London, which was 
verified by private conversations with English people and our own 
people there. This says: 


Levels of real consumption here— 
referring to England— 


are up very little, only about 6 percent above prewar levels, in contrast to much 
higher increases from much higher levels in the United States. I assure you 
that if you went up to the Midlands, up to Manchester or Birmingham, say, you 
would find a pretty thin situation foodwise, hotelwise. Here in London one is 
not apt to get the true picture. In one way or another, people here are rationed 
on practically all essentials; a little piece of meat the size of one lamb chop 
per person per week, one egg per person per week, and so on— 

And we have that amplified. 

Senator Smiru of New Jersey. What are you reading from there?! 

Senator HickenLoorer. I am reading from this report from the 
Embassy in London that we received there. I think it is Mr. Batt’s 
statement. 

But certainly I got the impression that their food rationing was 
nowhere near the prewar level. I just wanted to get that straight. 
In other words, it seems to me that they were eating more than one 
lamb chop per person per week, prewar, and more than one egg per 
person per week, prewar. 

Mr. Bisseri. I think, on the other hand, that if you take such a 
measure as total calories se person per year, you would find that that 
was up to prewar, and that reflects, as I am sure all the members of 
this committee are aware, a situation that is very general in Europe. 
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Lots of variety foods that give variety to a diet are still tightly 
restricted. They have been able to make this up with more potatoes, 
more bread, more basic foods, and, as Senator Brewster said, more 
fish, which is in free supply. If you take some kind of over-all sta- 
tistical measure, it will show a return to something close to prewar; 
on the ground, I think one is made more aware of the austerity in all 
the European countries and what it means. 


LONG-RUN INDEPENDENCE OF EUROPE FROM AMERICAN AID IS OUR GOAL 


Mr. Chairman, the third reason that I wish to move to and to men- 
tion briefly for believing that there is a limit to the resources that the 
Europeans can themselves devote to the business of rearmament is 
this: We are planning for the long pull, and by that I mean very 
concretely that we are planning for a course of events whereby the 
Europeans in 2, 3, or 4 years will be ereenden of American aid, 
certainly of economic aid; will be able both to support their own 
military establishments, and to maintain themselves as going concerns 
economically in the world. 

Senator Smiru of New Jersey. Did you give us a date for that, 
when you think they can do that ? 

Mr. Bissevu. I was careful, Senator Smith, not to give a date. 

Senator Sarru of New Jersey. I didn’t know whether it coincided 
with 1953, which has been sort of the figure we are aiming at. 

Mr. Bisset... I would say, if I picked a date, I would pick that, 
and I would be glad to discuss further, in a moment, if you wish, the 
present situation with which I think we can set a date and the factors. 

Senator Brewster. Is that based on your $100-billion increase and 
50-percent increase in the living standard ? 

Mr. Bissett. No, Senator Brewster. That goal will take a great 
deal more than 3 or 4 years to accomplish. 

May I say, Senator Brewster, I think it is vitally important for the 
success of this enterprise that we set up, and that the Europeans hold 
before themselves, longer-run goals, going beyond this immediate pe- 
riod of military build-up, with some e elements of hope for them. Now, 
I do not mean by that that I believe it is any part of the responsibility 
of the United States to contribute aid so that the Europeans can double 
their standard of living or double their production or anything of the 
sort. I do think, however, and this is the very point that I wish to 
emphasize, that it is vitally important for us to understand the impli- 
cations of what we are doing this year for the longer-run prospect. 

I believe it means concretely these things: First of all, we must not 
encourage the Europeans to consume their capital. That is, to neglect 
the maintenance of their plant facilities, their agricultural plant, 
if I may use the term, and their industrial plant and equipment, dur- 
ing the period of military build-up. In wartime, both in Europe and 
here, one of the w ays the war was, as it were, paid for was by neglecting 
to make good obsolescence and depreciation. One of the reasons we 
have had to have a Marshall plan in Europe is because their whole 
industrial plant was rundown and was used up. We want to avoid 
exactly that process in these years of military build-up. 

I am sure you gentlemen will agree with me that, whether or not 
you think the Marshall plan has been a success, you do not want to 
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have us back here asking for another recovery program 3 years from 
now. It is exactly that contingency that we wish to avoid. 

Senator Giuterre. Mr. Bissell, when you say we are planning for 
this desired goal, who is “we”? 

Mr. Bisse.u. In this case I am trying to state what I believe to 
be the proper United States policy. Specifically, I think that this 
could be said at this moment, sir, to be the policy of the executive 
branch. I hope that the legislative branch will agree on the point that 
it is highly desirable, the point I have been making, that it is highly 
desirable; that we try so to conduct our affairs and persuade the 
Europeans to conduct theirs in these next 3 years so that they will be 
independent of any need of dependence on any aid from us at the 
earliest possible date. 

Senator Brewster. Are you at this point going to give that break- 
down for France, for instance, as to why, with a 44-percent increase, 
it still is not practical for them to go farther in producing, or is that 
all absorbed in this capital item ? 

Mr. Bissetz. I can give you that in a few moments, Senator Brew- 
ster, these figures, or, I think, the relevant figures, country by country. 
Senator Brewster. Whenever you get to them. 


CONTINUED CAPITAL INVESTMENT BY EUROPE NEEDED 


Mr. Bussey. If I can just finish this point off very briefly, I believe 
that it is essential for the Europeans not only to maintain their capital, 
both their agricultural and industrial plant and equipment, but also 
to continue the investment of new capital to expand their production 
base. I believe that is important because we must have not only an 
increase in production in this immediate year ahead but we must, I 
think, maintain a steady expansion of European productive capacity. 

When I have said “we” I would like to correct myself. I would 
like to modify it to read that I think we should do certain things to 
make it possible for the Europeans to pursue this course because, obvi- 
ously, if Europe’s production is to expand, and if its productive capac- 
ity is to expand, most of that has got to be done by them. The 
relevance of this point to the need for economic aid is that if the Euro- 
peans are to expand their production next year, and if they are to 
continue to plow back some of their resources into a continued expan- 
sion of their productive base, then that sets a limit to the resources 
that they can put into exports, earning their own way in the world; 
it sets a limit to the resources they can put directly into rearmament. 

That, substantially, is the third reason that I wish to set before the 
committee to explain how we arrived at these figures that are before 
you and why it is that we believe the Europeans cannot expand their 
exports and cannot themselves carry a larger share than that already 
planned and proposed of the immediate-term defense plan. 

Senator Lover. You have given us how you arrived at the figures as 
to how the European effort is concerned. I haven’t heard you say 
how you arrived at the figures insofar as our part is concerned. Have 
you? You haven’t given that. 

Mr. Bisseiy. Senator Lodge, I haven’t given you specific figures. 
May I put your question this way 

Senator Loper. Let me say this: I don’t want to ask any questions 
until you finish your statement. I understood the chairman to say 
we weren’t going to. 












ee 


Ts A aaa ap Sa 























Be es ap ae on TaN a AL eld 
De ere Pe pit 


oer 


is 


rs 


a 












ont eg et Baeoris EYRE e 













































































rom 
for 


> to 
this 
tive 
hat 
hly 
the 
l be 
the 


ak- 
ase, 


hat 


ew- 
ry. 


ns 
LY 


hee 


revert: 
Wea ke AS 


4 


) 8s 
mt 
a 
d 

re 

a 

oe 

3 
3 
* 
o 





a 


SAGA Ere MGR ORINL). Sonsc A a Un 


oe ee 





MUTUAL SECURITY ACT OF 1951 149 


Mr. Bissetx. May I, nevertheless—it is important to clarify that 
point right at this point in my testimony. 


SUMMARY OF REASONS WHY EUROPE NEEDS AID 


The three considerations that I have mentioned, the limits on the 
European ability to control inflation, the limits on the extent to which 
it is in our interest to see their standard of living reduced, the limits 
on the extent to which it is in our interest to see them divert resources 
away from capital investment and expansion of their economy—those 
three considerations in each country set a limit on the extent to which 
the Europeans can build up their exports and, therefore, their foreign- 
exchange earnings. They determine, in part, and have a bearing on, 

the extent to which the Europeans must expand their imports, and in 

that way they serve largely to determine the amount of economic 
assistance that we believe is necessary if rearmament is to go forward 
in Europe. 


ECONOMIC RECOVERY AID AND ECONOMIC AID FOR MILITARY PURPOSES 


There is only one other point I wish to make, sir, in concluding these 
remarks. I said at the beginning that a significant part of the total 
of $1,675,000,000 proposed - for economic aid, of course, does not have 
this same, this direct, connection with rearmament that I have been 
discussing. There is, in other words, some unfinished Marshall plan, 
or recovery, business in these figures. We have been asked a number 
of times, “ Vell, how much of this figure is for recovery purposes and 
how much of this figure is directly related to rearmament?”, and I 
want to give you the clearest answer I can to that. I have to give the 
Ww a? that it is not a perfectly simple question to answer. 

The first part of the answer I want to give is this: It is our belief 
that if the new fiscal year were the fourth year of the Marshall plan, 
in a much more peaceful world; if specific ‘ally there were prosperity 
generally throughout the world, as there is today; if the Europeans 
did not have to increase their level of military expenditures above 
that of the fiscal year just ended, that they would need some six-hun- 
dred-and-seventy-odd million dollars of economic aid to finish out 
the fourth year of the Marshall plan. 

Having said that, I have to say that I am not sure that that is an 
accurate answer in terms of a figure to the question I just posed, how 
much of our total of $1,675.000,000 can be said to be for recovery, 
because, for instance, in the figure of $670,000,000 TI have just quoted 
to you as the sum that would be needed for the Marsh: all plan in the 
absence of additional rearmament, there is a figure of $50,000,000 for 
France. 

You might pick that figure up and say, “Of the total of $290,000,000 
that is pr oposed in the program before you for France, $50,000,000 
is for purely peacetime recovery, and the other $240,000,000 for re- 
armament.” That statement would involve an important misconcep- 
tion, because naturally it is not possible, or I think in the United 
States interest in these countries, for them to go ahead with all of the 
activities that we associate with recovery, and then pile reamament on 
top of that. If we were having the fourth year of the Marshall plan 
we would hope for a much gres ater increase in the standard of living 
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have us back here asking for another recovery program 3 years from 
now. It is exactly that contingency that we wish to avoid. 

Senator Gruterre. Mr. Bissell, when you say we are planning for 
this desired goal, who is “we”? 

Mr. Bussey. In this case I am trying to state what I believe to 
be the proper United States policy. Specifically, I think that this 
could be said at this moment, sir, to be the policy of the executive 
branch. I hope that the legislative branch will agree on the point that 
it is highly desirable, the point I have been making, that it is highly 
desirable; that we try so to conduct our affairs and persuade the 
Europeans to conduct theirs in these next 3 years so that they will be 
independent of any need of dependence on any aid from us at the 
earliest. possible date. 

Senator Brewster. Are you at this point going to give that break- 
down for France, for instance, as to why, with a 44-percent increase, 
it still is not practical for them to go farther in producing, or is that 
all absorbed in this capital item ? 

Mr. Bissetx. I can give you that in a few moments, Senator Brew- 
ster, these figures, or, I think, the relevant figures, countr y by country. 
Senator Brewster. Whenever you get to them. 


CONTINUED CAPITAL INVESTMENT BY EUROPE NEEDED 


Mr. Bissevu. If I can just finish this point off very briefly, I believe 
that it is essential for the Europeans not only to maintain their capital, 
both their agricultural and industrial plant and equipment, but also 
to continue the investment of new capital to expand their production 
base. I believe that is important because we must have not only an 
increase in production in this immediate year ahead but we must, I 
think, maintain a steady expansion of European productive capacity. 

When I have said “we” I would like to correct myself. I would 
like to modify it to read that I think we should do certain things to 
make it possible for the Europeans to pursue this course because, obvi- 
ously, if Europe’s production is to expand, and if its productive capac- 
ity is to expand, most of that has got to be done by them. The 
relevance of this point to the need for economic aid is that if the Euro- 
peans are to expand their production next year, and if they are to 
continue to plow back some of their resources into a continued expan- 
sion of their productive base, then that sets a limit to the resources 
that they can put into exports, earning their own way in the world; 
it sets a limit to the resources they can put directly into rearmament. 

That, substantially, is the third reason that I wish to set before the 
committee to explain how we arrived at these figures that are before 
you and why it is that we believe the Europeans cannot expand their 
exports and cannot themselves carry a larger share than that already 
planned and proposed of the iatpedizate: term defense plan. 

Senator Loper. You have given us how you arrived at the figures as 
to how the European effort is concerned. I haven't heard you say 
how you arrived at the figures insofar as our part is concerned. Have 
you? You haven’t given that. 

Mr. Bussey. Senator Lodge, I haven’t given you specific figures. 
May I put your question this way 

Senator Lover. Let me say this: I don’t want to ask any questions 


until you finish your statement. I understood the chairman to say 
we weren’t going to. 
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Mr. Bissetx. May I, nevertheless—it is important to clarify that 
point right at this point in my testimony. 


SUMMARY OF REASONS WHY EUROPE NEEDS AID 













The three considerations that I have mentioned, the limits on the 
F European ability to control inflation, the limits on the extent to which 
- it is in our interest to see their standard of living reduced, the limits 
' onthe extent to which it is in our interest to see them divert resources 
| away from capital investment and expansion of their economy—those 
| three considerations in each country set a limit on the extent to which 
» — the Europeans can build up their exports and, therefore, their foreign- 
exchange earnings. They determine, in part, and have a bearing on, 
» the extent to which the Europeans must expand their imports, and in 
that way they serve largely to determine the amount of economic 
assistance that we believe is necessary if rearmament is to go forward 
in Europe. 





ECONOMIC RECOVERY AID AND ECONOMIC AID FOR MILITARY PURPOSES 



































There is only one other point I wish to make, sir, in concluding these 
; remarks. I said at the beginning that a significant part of the total 
i of $1,675,000,000 proposed - for economic aid, of course, does not have 
this same, this direct, connection with rearmament that I have been 
discussing. There is, in other words, some unfinished Marshall plan, 
or recovery, business in these figures. We have been asked a number 
of times, ow ell, how much of this figure is for recovery purposes and 
how much of this figure is directly “related to rearmament?”, and I 
want to give you the clearest answer I can to that. I have to give the 
warning ‘that it is not a perfectly simple question to answer. 

The first. part of the answer I want to give is this: It is our belief 
that if the new fiscal year were the fourth | year of the Marshall plan, 
in a much more peaceful world; if specifically there were prosperity 
generally throughout the world, as there is today; if the Europeans 
did not have to increase their level of military expenditures above 
that of the fiscal year just ended, that they would need some six-hun- 
dred-and-seventy-odd million dollars of economic aid to finish out 
the fourth year of the Marshall plan. 

Having said that, I have to say that I am not sure that that is an 
accurate answer in terms of a figure to the question I just posed, how 
much of our total of $1,675,000,000 can be said to be for recovery, 
because, for instance, in the figure of $670,000,000 T have just quoted 
; to you as the sum that would be needed for the Marshall plan in the 
EP absence of additional rearmament, there is a figure of $50,000,000 for 

France. 

You might pick that figure up and say, “Of the total of 200; 000,000 
that is pr ‘oposed in the program before you for France, $50,000,000 
is for purely peacetime recovery, and the other $240,000 000 for re- 
armament.” That statement would involve an important misconcep- 
tion, because naturally it is not possible, or I think in the United 
States interest in these countries, for them to go ahead with all of the 
activities that we associate with recovery, and then pile reamament on 
top of that. If we were having the fourth year of the Marshall plan 
we would hope for a much greater increase in the standard of living 
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in these countries than will be possible in the year ahead, and for no 
cut-backs in the standard of living. We would hope that their peace- 
time capital investment could be on a larger scale and would not have 
to be cut back, which it will have to be, and is being, under the present 
conditions of rearmament. We would hope that a large part of the 
increase in their production, their total output of goods and services, 
could go into export, and that is the reason why they would be able, 
in the absence of rearmament, to more nearly earn their way in the 
world. : 

Therefore the figure—I have picked a country at random—of 
$290,000,000 for France isn’t $50,000,000 worth of recovery plus 
$240,000,000 of aid for rearmament. It is the figure that you come 
out with after allowing for all of the cut-backs that we beheve to be 
in the United States’ interest in civilian activities in that country, and 
for the maximum military effort we believe they can make, which will 
be probably in terms of the percentage of their national income out 
of the largest military effort in Europe. 

Nevertheless, I think the figure I have given you does provide the 
best estimate that we can give of the funds we would be requesting 
from you gentlemen if we did not have rearmament in Europe. 


ECONOMIC AID FOR RECOVERY AND FOR REARMAMENT IN SPECIFIC COUNTRIES 


I would like to mention one or two more of the comparisons by in- 
dividual countries, because I think they further elucidate the question. 
We are asking in the program before you for $145,000,000 for Austria. 
I believe we would ask for exactly the same if there were no re- 
armament. Inthe Austrian case, therefore, you can call this program 


purely and wholly a continuation of the Marshall plan. 

In the case of Trieste the figure is $4,000,000, and again the whole 
amount, I think, would be needed even in the absence of rearmament, 
unless and until the absorption of Trieste into the Italian economy is 
possible. 

To take a third case, Iceland, the figure is $8,000,000. Again the 
whole amount can be said to be for pure recovery purposes. Those 
are small countries, but there are three countries where the answer to 
the question I raised is perfectly clear. What we are asking for is 
pretty nearly a pure continuation of the Marshall plan, and we do not 
want in any way to give any other impression. 

Take two other cases. 

Senator Brewster. You mean they are not going to do anything 
on rearmament ? 

Mr. Bissety. Virtually nothing. They are, of course, affected by 
what is happening in the rest of the world, but it cannot honestly be 
said that the request for aid in any way reflects the burden of re- 
armament on those countries. 

Now, in several other cases that is true to a significant extent. We 
are proposing $250,000,000 for Greece. Our rough guess is we would 
ask for $175,000,000 for Greece if there were no heavy military burden 
on the Greek economy. In other words, there would still be a need 
for a sizable recovery program in Greece for this fiscal year, and I 
think going some time beyond this fiscal year. 

In Germany the figures are $175,000,000 in the program before you, 
and we think we probably would be asking for $100,000,000 for Ger- 
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many if we did not have a rearmament effort to allow for. There the 
situation is a little more complicated. Rearmament in Germany 
means an added load of about a billion dollars of expenses to the 
German Government. It also, however, means sizable expenditures 
of dollars by the United States military establishment in Germany. 
Those dollars, of course, improve the German dollar position, and 
greatly reduce the need for economic assistance. So that if both those 
influences were removed, the billion dollars of added cost to the 
German budget and the sizable contribution, the spending of dollars 
by our Government in Germany, Germany on balance would be better 
off. but there is still unfinished recover Vv business to be done. 


Estimated distribution of country aid fiscal year 1952 


Estimated aid Aid request 
if there were because of the 

Country Tot: no expanded expanded 
rearmament rearmament 

program program 


Austria $145, 000, 000 $145, 000, 000 : 
Belgium-Luxem burg 450, 000, 000 $50, 000, 000 
Denmark 50, 000, 000 30, 000, 000 20, 000, 000 
Free Territory of Trieste , 000, 000 , 000, 000 , 
France 290, 000, 000 AQ, 000, 000 240, 000, 000 
Germany (Federal Republic) 75, 000, 000 000, 000 75. 000, 000 
Greece : 250, 000, 000 175, 000, 000 75, 000, 000 
Iceland 000, 000 8. 000. 000 
Italy 275, 000, 000 75, 000, 000 ‘ 000. 000 
Netherlands. - 55, 000, 000 60, 000, 000 95, 000, 000 
Norway , 000, 000 , 000, 000 


lurkey 70, 000, 000 25, 000, 000 5, 000, 000 
United Kingdom 


Total (14 countries) , 512 , 000 172, 000, 000 000, 000 


STATISTICAL LNFORMATION AVAILABLE 


Mr. Chairman, I think perhaps the most useful thing would be to 
put into the record a very simple table comparing the figures, by coun- 
tries, of economic support that are proposed in this program ; what we 
believe those figures would be in the absence of any greater rearma- 
ment effort than that in the year just ended. I would like the com- 
mittee to understand that I am sorry to have taken so long on this. 
As I repeat, we are not for one moment proposing that what the Euro- 
peans ought to do, and what we ought to help them to do, and in part 
pay for them doing, is to add rearmament wholly on top of what we 
mean by recovery, nor do I want to give the impression at all that all 
the unfinished recovery business is here being smuggled in under the 
coat of support for rearmament. 

I think the distinction is one we want to make just as clear to vou as 
we can, and if I can go into it in any further detail, I will be very 
glad to. 

Senator Smiru of New Jersey. Your figure is approximately S600,- 
009.000 out of this total 4 

Mr. Bisset. To be exact, it is $672,000,000. 

Senator Smiru of New Jersey. Then of this $1,600,000,000 that we 
have, $1,000,000,000 is going into the military / 

Mr. Bissevi. Substantially that is correct, Senator Smith. 

Mr. Chairman, could -I just say one more thing, to mention some of 


—_=-9 


the statistical information we can supply for you. 
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had finished. 
Senator Brewster. I still didn’t get your figures on France. 


We have, of course, estimates for all of these countries broken down ) 
by commodities and broken down by major trading areas of the world, the 
of the imports we think they will need, the total imports, the exports ° 
we think they will be able to produce and sell. We have, of course, > nat 
estimates of their balance of payments that takes account not only of bal 
their merchandise trade but of various other items; we have estimates » fig 
of their national income for the next year, of the main elements in b : 
their government budgets for the next year. Any and all of that we : ] 
can supply by countries. It is very voluminous material. I will be - fig 
glad to recite any of these figures that the committee wishes in response = col 
to questions, or supply any of it for the record if the committee re | 
wishes. = jus 

Senator Brewster. Can we have that as an appendix or exhibit or Fy 
something ¢ x 

The CuarrmMan. You say it is very voluminous? bi 

Mr. Bisseuu. It is a great, thick document. It is 125 pages of » 6 of 
tables, just the basic information I mentioned. It is all available, and of 
it is unclassified. There may be one line of figures in here that would bs of 
have to be classified. They are perfectly available to committee mem- = col 
bers but they could not be published. All the rest is unclassified. All , 
of it will be presented, of course, in more detail to the Appropriations Ss @6$i 
Committee and will appear in their record. » ne 

The Cuarrman. I wonder if we couldn’t make it available here in b 
- committee to any of the members, without publishing all of that as e tor 

yart of the hearings. : as 
{r. Bissetu. As you prefer, sir. oY ch 

Senator Sarr of New Jersey. That covers just the western Euro- = pe 
pean problem, or the whole world ? > m 

Mr. Bissevi. No, sir; it covers the whole group of European coun- FS 
tries and Greece and Turkey. Bs yc 

Senator Smiru of New Jersey. The Marshall-plan countries? % al 

Mr. Bissett. The Marshall- -plan countries. c Me 

Senator Smirn of New Jersey. It does not cover these other areas Ee 
of ‘the world / LY m 

Mr. Bisseiu. It does not. f mr 

Senator Brewster. I think, Mr. Chairman, if it is not going to be re pl 
printed anywhere else, if it could be printed as an appendix it might E x 
be very useful. If you want to wait and look it over, perhaps you s 6p 

can tell after you examine it. Be 
The CHammMan. Suppose we wait until we complete the question- u o1 
ing. I hat to print all that in part of the hearing. fi 

Senator Brewster. If we can have it here to look over—— RS: n 

The CHarmman. We can do that. You can give us a copy of it 

Mr. Bissety. Yes, sir; we can provide a copy. : ti 

The Cuarrman. Very well. F: 

We will have some questions now by the members of the committee. F ct 
You did not question the other two while I was away, did you? bi al 

Senator Green. There were a few questions, but very little. u 
Senator Brewster. Very little. E. te 
a Vv 

FIGURES ON FRANCE’S INTERNAL ECONOMY 
F 0) 

Senator Green. The idea was that we should wait until all three F 


ree 


hel hep = Seen Dae he 


— 


ae oe 


TC ON 


MUTUAL SECURITY ACT OF 1951 153 


Mr. Bissety. Excuse me, Senator Brewster. I will be glad to give 
them to you. 

Senator, the figures I will give you are first, certain figures of their 
national income and production, and then the figures related to their 
balance of payments. In each case, sir, if I may, I will give you two 
figures, one for the year just ended and one for the period just starting. 

“Senator Brewster. Do they use the same fiscal year / 

Mr. Bissetx. No, sir; but we have tried in the case of all of these 
figures to put them on a United States fiscal-year basis to make them 
comparable. 

First of all, for gross national product, $27,268,000,000 in the year 
just ended ; $28,632,000,000, an increase of about a billion and a half. 

Senator Brewster. That is gross national product / 

Mr. Bissetu. That is the gross national product ; yes, sir. 

We believe that the French will run a somewhat larger balance 
of payments deficit this year than they did last year with the rest 
of the world. This takes into account France’s trade with the rest 
of Europe as well as areas outside of Europe, and even with its 
colonies. 

They were very nearly in balance in the year just ended—only a 

$12,000,000 deficit. We believe that will go up to $267,000,000 in the 
new fiscal year. 

We believe that the total consumption in France, not per capita but 
total consumption, measured in terms of constant dollars, eliminating, 
as all these figures have that 1 have given you, the effect of price 
changes, will go from $19,765,000,000 to $20,404,000,000. That makes 
possible an increased per capita consumption in France of approxi- 
mately 2 percent. 

We beheve that their gross investment, and that is a measure, as 
you know, of capital expenditures for new plant and equipment and 
also for depreciation and the like, will go from $3,080,000,000 to 
$3,140,000,000. 

We believe something that is called in national income “Govern- 
ment purchases of goods and services,” and the same term is used 
here; it is not the same as the Government budget, but Government 
purchases of goods and services will go from $4,435.000,000 to 
$5,355,000,000. Most of that increase, of course, will go into military 
purchases. | Deleted. | 

The National Military Establishment, in other words, was using, 
of the resources taken up by Government, just over half in the old 
fiscal year, and as you see, that will go up to about 60 percent in the 
new fiscal year. 

Military expenditures for resources were 8.2 percent of gross na- 
tional product. | Deleted. ] 

The figures on the Government budget that I think may be of con- 
cern, we expect tax revenue and net receipts from the sales of goods 
and services—and as you suggested earlier, sir, the latter item is 
usually negative because the French railroads run at a loss—but that 
total figure will go from $6,000,000,000 up to $6,515,000,000, and that 
will be about 23 or 24 percent of gross national product. 

We expect their budget deficit, which was approximately $1,615,- 
000,000 in the year ended, to be larger, at $1,865,000,000. 

Senator Brewster. Do we make that up out of counterpart funds? 


















154 MUTUAL SECURITY ACT OF 1951 


Mr. Bissett. We make up a part of that by counterpart funds; 
yes, sir. In the year ended, let’s see, the figure would have been just 
about $350,000,000. 

Total expenditures of the Government—these are Central Govern- 
ment expenditures—$7,620,000,000, rising to $8,380,000,000. At that 
rate, Central Government expenditures will be just under 30 percent 
of gross national product. 

Those are substantially the figures on the French internal economy. 





DATA ON EXTERNAL TRANSACTIONS OF FRANCE 
Now, turning to the figures on French foreign trade, those I have 
broken down here between—I think I will give you, sir, only two sets 
of figures for each year. One is for their vold and dollar tr: ade, and 
the other is for their trade in all currencies and with all countries. 

Senator Brewster. Which would include the dollars ? 

Mr. Bisseni. Which includes the dollars, that is correct, sir; and 
Senator Brewster, [ can supply-you with these, if you want, right after 
the hearing. 

Let me take first of all the gold and dollar trade. We expect that 
imports, and these now allow for price changes because it is that that 
is relevant, of course, to the aid figure, will go from $490,000,000 up to 
$600,000,000. Payments for services— that means things ane ship- 
ping, insurance, any French payments out of the country for the 
expense of French traveling abroad, all those things—$22 3,000,000 
to S2ZT0,000,000. 

Total gold and dollar exports drop from $285,000,000 to $255,- 
OOO 00, 

Receipts for services, which include of course prominently in the 
case of these European countries tourist earnings, $183,000,000 down 
to S$176.000,000. 

Senator Brewster. You expect that to decline ? 

Mr. Bissett. We do expect that to decline, yes, sir. Last year, of 
course, was an exceedingly heavy tourist year in Europe as a whole, 
and we expect genet rally it will be slightly under in the current year. 

The French overseas dependencies had a net dollar drain of $6,- 
000,000 last year. We expect that to be larger, at $90,000,000 in the 
hew year. 

Taking all of those figures, the balance is a dollar deficit of $305,- 
000,000 in the year just ended, rising to a dollar deficit of $529 000,000 
in the new yea 

In the year jams ended that was offset in part by dollars that France 
earned through its trade in Europe, which was a nondollar trade, you 
understand, but nevertheless there were some dollars paid to France 
in settlement, to the tune of $65,000,000. There was also an outflow 
of capital from France of about the same magnitude, and that left 
France in the year just ended with a balance of payments deficit in 
dollars of $310,000,000, of which a little over half was covered by our 
aid. There was also an increase in French monetary reserves, and 
total aid of $423,000,000, : 

In the new year we expect that France will probably not earn dol- 
lars through its nondollar trade in Europe, but we also expect there 
will be quite heavy dollar expenditures, especially by the United 
States armed services in France. On balance we think that will mean 
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a net inflow of $157,000,000, and therefore, although France will have 
a deficit on its trade of $529, 000,000, we believe its net dollar deficit 
will be $372,000,000. 
' Wethink that of that net dollar deficit, some $80,000,000-odd will be 
© met through—I apologize in advance for a technic ality—a shrinkage 
» in the pipeline of goods. I will come back and explain that if you 
© wish. And therefore it will require just under $300,000,000 of aid to 
» cover that dollar deficit. 

What I meant by the shrinkage in the pipeline, Senator Brewster, 
is this: 

Senator Brewster. I understand. 
Mr. Bissevx. I can go through those figu 













res for total currencies 





IMPORTANCE OF INVESTMENT IN FRANCE 






Senator Brewster. The only ones I considered significant are the 
© capital investment, and I assume that you have checked and you do 
© not feel any further restraint on that is necessary, that that is normal 
and necessary ¢ 

Mr. Bisseiu. I think no doubt that it is normal, sir, and if you re- 
veal what that implies, it is in effect that France is rearming, that 
the capital expenditures and investment needed in France for military 
purposes and to expand military production will be fully or nearly 
fully offset by a cut in nonmilitary investments. 

I can give you examples of the two kinds of things. (Deleted.) 
We think there are certain other kinds of investment in purely civilian 
' industry that they ought to postpone until after this period of military 
build-up. On the other hand, the French have got to expand their 
|» own production of things like ammunition and spare parts, notably, 
; as well as of heavy miiltary equipment and other items, and we think 
| that they will do extremely well, as a matter of fact, if they can cut 
back their nonmilitary investment to make up for the other. 

I would like just to mention that in this counry, total private domes- 
tic investment is now running at a rate of some, in the second quarter 
of this year, $64,000,000,000 annual rate, and pre-Korea it was 
running, in the quarter just before, $54,000,000,000. In this country, 
in other words, we have increased our total investment rate some 20 
percent from pre-Korea. 

There are lots of good reasons for that. I quote the figure only to 
emphasize that the French will have a real problem in doing the 
cutting back in things like housing, railroad electrification, peacetime 
industrial expansion, in order to accelerate their construction of mili- 
tary plant, of plant for producing military equipment; to complete, 
of course, the expansion and improvement of their steel industry, 
which is basic to military production, and for similar purposes. 




























CLASSIFICATION OF MATERIAL SUPPLIED COMMITTEE 









Senator Green. Mr. Chairman, in this connection it seems to me 
that it is not for the witness to tell us that there are only one or two 
pages in his statement that are classified; it is for the committee to 

' give serious consideration to its classification of material. A great 

F = deal of this material is very valuable for us to have, but it would be 

very dangerous to give out. (Deleted.) 
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The CrarrMan. This is in executive session, and nothing is sup 
posed to go out. 

Senator Green. While you were away we were discussing the whol 
question, and I stated that nothing would go out unless the. joint con 
mittee voted to change that rule. ‘Tam glad to have the witness say it 
is not classified material. ( Deleted.) 

Mr. Bissetit. Could Lexplain? I certainly endorse Senator Green's 
remarks completely. What I said earlier was that the statistical ma- 
terial I could furnish could be at the disposition of the committee for 
whatever purpose it chose to make of it. 

( Deleted.) 

The Cuarrman,. Mr. 

Mr. Bissein. Yes, sir. 

The CHairMan, 
Senator Wiley. 

Senator Witey. I have very few questions, Mr. Chairman. I agree 
that Europe is, in our national defense, a very vital, what we m: Ly 

call, bastion. I am happy that the armed services have joined us 
now, because I feel that the weight of much of the cross-examination 


should fall upon them, especially in the direction of justifying the 
expenditures, 


Bissell, does that conclude your testimony ? 


The time for questioning now arrives. TI call on 


ADMINISTRATION OF THE PROGRAM 


I would like to ask the opinion of the witnesses as to what they 
think would be the best mechanism of administration, whether it be 
the Connally bill, whether it be a bill such as is suggested in the House 
hearings, an independent agency. I understand from the testimony 
liere that in Europe you feel that there is only about some $670,000,- 


000 of the economic aid that is really what you might say differenti 


ated from military assistance. 


Therefore, it seems to me that you 
men who have given this matter 


some study might very well give us 
some opinion as to the mechanism to carry on the military and the 
ancillary economic aid. 

The CuarrMan. To whom are you directing the question / 

Senator Winery. ° 

The CHarrMan. 
ular witness. 

Senator Wirey. Mr. Bissell can answer, and then I will 
general. 

Mr. Bisseii. Senator Wiley, by the method of administering, do 
you mean, sir, the mechanical way in which the aid is provided to the 
European countries / 

Senator Witry. Yes; the legislation. I am talking about the legis- 
lation, here, that we have been discussing a little bit. Before the 
House are three or four other suggestions, one of which is an inde- 
pendent organism to handle the economic feature. Yet, the economic 
feature tod: ty you say is only $670,000,000 of what might be called 
economic aid, and the rest is part and parcel of the military set-up. 

Mr. Bisseii. Then I understand that your question is about or- 
ganization in the United States Government. Is that correct, sir? 

Senator Witry. Yes. Whatever this bill sets up is one mechanism 
to carry it on. 


Che one who feels he is best competent to answer it. 
I think you ought to address that to some partie- 
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Mr. Bisseui. Senator, my own belief is that the organization with- 
in the Government, as it presently exists, and which I understand 
would be substantially continued by this bill, is an entirely workable 
one. Under the terms of that organization, as you know, the economic 
aid is actually handled by the ECA. The one major change from the 
present state ‘of affairs that I would like to see, I believe, would be the 
termination of the ECA as an organization. 

There are many reasons why I personally, sir, believe in that, and 
with your permission I would like to emphasize that these are per- 
sonal views I am giving, purely, and I would rather not have them 
blamed on anyone ‘else. 


TERMINATION OF ECA 


I believe that the ECA was originally created to do a particular 
job, which was the Marshall plan. We have all put great emphasis, 
and I can assure you, sir, sincere emphasis, on the fact that that must 
be a limited program with a terminal date. And I believe that the 
arguments are very, very persuasive in favor of emphasizing that we 
are nearly through the Marshall-plan phase of this; that we are en- 
tering on a fundamentally different kind of activity by terminating 
the ECA as an aC. 

Now, going beyond that, sir, I do not feel that that should be a 
purely paper tr ansaction, a mere change in name, as has been dis- 
cussed in some places. My own feeling is that it could be the occasion 
for some improvement in the organization of the executive branch of 
the Government. 


ALTERNATIVES FOR ADMINISTRATION 


My feeling is that—and I don’t want to take the committee’s time 
at too great length, sir, but very briefly there are two lines that could 
be followed. One is to create a new agency which wouid handle the 
remaining Marshall-plan aid to Europe, the economic support of 
rearmament, which is mainly what I have been talking about, and 
other similar economic activities in all parts of the world, and put 
that, all of it, together in one set of hands. The other alternative 
would be to put all of these same activities in the State De partment. 

Those seem to me to be the two most feasible and practicable alter- 
natives that have been discussed. I think there are very strong argu- 
ments in favor of either and both of those; but, unless you Wish me 
to pursue the matter further, sir, 1 prefer to let it rest at that. 

Senator Wixey. In view of the fact that a large percentage of the 
economic aid is tied in immediately with the military aid and only 
$600,000,000 is simple clear-cut economic aid, you would have a sepa- 
rate entity to handle that ¢ 

Mr. Bisset. No, sir. I believe that under either proposal that 
residual pure economic aid, as in the case of Austria, the economic 
support for rearmament, as in the case of the bulk of the aid to France, 
and economic aid to other parts of the world, I would like to see all 
that handled by the same organization, and a single organization, 
either a part of the State Department or an independent one. 
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ADMINISTRATION OF MILITARY AID 


Senator Witey. What about the military aid? 

Mr. Bisse.u. The term “military aid” sometimes means all of the aid 
that is given to aid European rearmament or other rearmament, in 
which case it includes part of what I have called economic. In other 
cases, military aid means simply military end items that we supply. 

Now, as to the military end items, it seems very clear to me their pro- 
curement in the United States must be carried out by the Defense De- 
partment and the services, the military services. It seems to me very 
clear that the assessment in detail of the needs of the European coun- 
tries for military equipment is also a military business that they ought 
to carry on. And, therefore, I think substantially the job that is now 
being done in the Pentagon logically belongs there, and should not be 
shifted elsewhere. But I am by no means a specialist on that, sir. | 
think that the general’s opinion would be worth more than mine. 


PURPOSE OF TECHNICAL ASSISTANCE 


Senator Witry. What is technical assistance doing in a Mutual Se- 
curity Program ? 

Mr. Bisse... I think its place I will describe as this, Senator. I 
think it has two kinds of functions. In Europe, much of our technical] 
assistance will be in the nature of advice and counsel to help the 
Europeans to expand their production, with, of course, special em- 
phasis on military production and military supporting production. 
Now, it seems to me that that has a very direct bearing on security. 
As you know, we believe that the Europeans could, with compara- 
tively little capital investment, improve their efficiency and expand 
their production considerably; and, if we can help to do that, I think 
the contribution to security is direct. 

In places like the southeast Asia countries, the Philippines, Burma, 
Indonesia, I think technical assistance performs a fundamentally dif- 
ferent function. I think there it is, relatively speaking, an extremely 
inexpensive way of making a major contribution toward the stability 
of those societies. [Deleted.] But if those countries that have not 
gone Communist, a number of which are on the borders of China, vir- 
tually all of which are exposed to the threat of internal Communist 
aggression—that is, have Communist minorities in their borders—if 
we can inexpensively contribute to improved methods of agriculture. 
to improved administration of public health; if we can convince them 
that their own, in most cases new, independent governments are doing 
something for them in a democratic and non-Communist fashion, I 
think that we can, shall I say, not only preserve the sources of many 
materials that are important to us, or contribute to that end, but I think 
we can relieve ourselves of what would be a major military headache 
if the course of events turns in a less favorable direction. 

Senator Witry. Would you tie the three in together in some way! 
Who is to handle this program ? 

Mr. Bissett. My own suggestion would be that the most efficient 
organization, or pattern of organization, will be one that does tie all 
of these activities in all parts of the world closely together. I don’t 
mean by that, of course, a single sum of money to be used at the dis- 
cretion of the executive branch. That isn’t, of course, proposed. I 
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merely am talking about actual administration or organization that 
will administer the funds. 


IMPACT OF FOREIGN AID ON UNITED STATES ECONOMY 


Senator Wirey. Just this final question. In your arriving at the 
over-all amount, approximately $8,500,000,000 as I recall it, did you 
give consideration to the American capacity in connection with our 
own vast military program ¢ 

Mr. Bissetx. Yes, sir; we gave that quite exhaustive study. In 
particular we have concentrated on an estimate of the i impact on the 
United States economy of exporting the physical things, the goods 
that are in this program, and, more broadly, the impact on the United 
States economy of all the commodity shortages that would grow out 
of the production of other countries in the world. We did a care- 
ful study of the impact in that connection for some 30 or 40 commodi- 
ties of particular importance. We estimated what total quantities it 
would be possible for the United States to import in the case of raw 
materials we substantially import, or what we could afford to export. 

It is perfectly clear, as a result of that appraisal, that there are going 
to be shortages in this country, but we have gone over this w ith the 
departments. of the Government most concer ned, the Department of 
Commerce, the Department of Agriculture; it has been examined by 
Mr. Wilson’s office, and the gener al judgment is that this program and 
all the parts of the whole foreign-aid program can be carried out 
without an impact in terms of “commodity shortages that will be 
damaging to the United States economy. That does not say without 
any sacrifices, but I say without impacts that will be damaging. 

i can make this document available to the staff or for the members 
of the committee if you wish. 

Senator Witey. Has your procurement been checked and rechec ked 
on all these items, so you know that Uncle Sam’s dollar isn’t being 

taken for a ride? 

Mr. Bisseu. I think, sir, we have done a pretty careful job on that. 
Every so often we run into some case where we believe a transaction 
that we have financed is in some way an improper one. I think we 
have testified in previous years that in all such cases we require a 
refund from the Government of the receiving country. That is the 
final safeguard. 

The whole procedure we have followed is one of a post-audit of all 
transactions, and I am pretty well convinced, Senator, that in that 
post-audit we catch any possible irregularities. 


ADMINISTRATION OF PROGRAM 


Senator Wizey. Mr. Chairman, just one question of the general. I 
would like to get his answer to the first question I asked, and that is, 
as to what his judgment is as to the best way to handle this program. 

General Cortins. Senator, I haven't personally had time to prop- 
erly evaluate this organizational matter, but from a practical stand- 
point we are satisfied with the machinery as now set up. And I am 
in no sense challenging what Mr. Bissell has just suggested when I 
say that I think that “from a practical standpoint there is an ad- 
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vantage in having the two programs—that is, the economic program 
and the military program—fairly well tied together. 

(Discussion was continued off the record.) 

Senator Witry. Thank you. 

I’m sorry; I have to leave. 

The Cuarrman. With regard to these copies of testimony that have 
been distributed around here, if you will leave them on the table we 
will have the staff collect them. 

Senator Bridges? (Absent.) 

Senator George? ( Absent.) 

Senator Byrd? (Absent.) 

Senator Smith? 

Senator Smirn of New Jersey. I will ask one or two questions of 
Mr. Perkins, if I may. 


MAGNITUDE OF FUTURE AID PROGRAMS 


Mr. Perkins, 1 understood you to refer to a [deleted] defense pro- 
gram. [Deleted.] Both Secretary Acheson and Sec retary Marshall, 
generally speaking, approved of this suggestion. This year it is ap- 
proximately $8,000,000,000; it will be about the same in fiseal 1953 
and about the same in fiscal 1954; that is, 8, 8, and 8, with a total of 
about $24,000,000,000 as a contemplated over-all figure for this so- 

called defense plan. Does that check with your figures ? 

Mr. Perkins. Yes. As I tried to indicate in what I said, that is the 
order of magnitude as we now see the problem, still subject, of course, 
to further refinement. That is the best estimate we have at the pres- 
ent time. 

Senator Smirn of ae Jersey. When I was abroad and talking to 
General Eisenhower, I understood him to say that he thought. we 
would rise to a peak in 1954. From there on, if plans worked out and 
there were no further complications—it is all conditioned on that—it 
would look as though our aid could slide off. So this $24 billion figure 
is a reasonable figure for us to feel is the over-all expectation at the 
present time of all the departments. 

Mr. Perkins. We would hope that will be correct. I think there 
will be some expenditures in all probability required by the milit: ary 
end after 1954. 

Senator Smiru of New Jersey. Probably some, but gener: ally speak- 
ing this high peak of expenditure will be ended. 


ADMISSION OF GREECE AND TURKEY TO NATO 


You spoke of certain countries outside of the North Atlantic Pact, 
and among others you mentioned Greece and Turkey. I am wonder- 
ing if you could give us in executive session what the thinking of the 
Department is on ‘the admission of Greece and T urkey to the North At- 
lantic Pact. We ran into that abroad. We found the Greeks and the 
Turks felt they weren’t in the family. Their sensibilities were of- 
fended. They did not feel that they were being accepted as equals. 

Mr. Perkins. We feel, of course, as you know, that the admission of 
Greece and Turkey is desirable. 

( Deleted. ) 
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THE SPANISH SITUATION 


Senator Smiru of New Jersey. That raises the whole question that 
we were considering in our trip around, of the Mediterannean area. 
I move, then, in order to get the picture complete, to the Spanish 
question. Can you give us the Executive thinking of the situation 
with regard to Spain? And I would like for General Collins to add 
his thinking on the military developments. 

Mr. Perkins. I think General Collins can explain to you our mili- 
tary interest in Spain far better than I can, but starting with that 
interest we have begun to move toward getting closer to Spain. 

As you know, Admiral Sherman went over there just before his 
untimely death a few weeks ago, and started conversations with 
Franco. What the program is, we will start off by talking with the 
Spaniards about our ability to use certain facilities in Spain, not to 
establish bases at the present time, but that we would have the right 
to use some of their air and naval facilities. 

In doing that it is probably going to be necessary to make some 
improvements in some of those facilities to make them useful for 
our purposes. ‘There may be additional storage facilities, there may 
be communications problems in connection with properly supplying 
the facilities, and some protection necessary. | Deleted. | 

On the economic thing, as a practical matter they have never asked 
us for any grant aid. They have had loans authorized to them. 
Those loans are being taken up, and that is moving along rather 
better now than it was. 

Senator Smrrn of New Jersey. You mean Export-Import ? 

Mr. Perxrns. For a while that was very sticky. Even the loans 
that were negotiated were not concluded for one reason or another. 
| Deleted. | That is working out better. 

( Deleted. ) 

Senator Smrrn of New Jersey. You were pointing out this morn- 
ing the amendment to section 101 (a) which would give the President 
discretion, if he found there was an occasion to help Spain or to help 
any other country not specifically covered by the Atlantic Pact group, 
to use funds for that purpose. Does that apply to the ECA economic 
aid as well as the military aid? 

Mr. Perkins. It does, but there is a very real question there whether 
there is any substantial leeway in the economic aid figure. 

Senator Surru of New Jersey. That is what I wanted to get at, 
whether we have leeway in the bill to help Spain in case it would 
seem important that we do so. [Deleted.] 

Mr. Perkins. The calculations which were made were made to in- 
clude Yugoslavia, but they do not include any economic aid for Spain, 
so actus uly the total that is put together is without specific considera- 
tion of Spain. 

Senator Smiru of New Jersey. But they did, under paragraph (a), 
consider military aid to Spain, I think. 

Mr. Perxrns. As I indicated, this production of additional mili- 
tary matériel which is not vet assigned considered Spain in making 
the calculation. 

( Deleted. ) 

The Cuarrman. All right. Go ahead, Senator. 
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REVISION OF ITALIAN PEACE TREATY 


Senator Smira of New Jersey. One more question of you, Mr. 
Perkins, and that is about Italy. When we were there there was a 
good deal of feeling in Italy that they were a little bit under par 
so far as being recognized as an equal partner with the Atlantic Pact, 
and so forth, and they asked what the possibility would be for a 
revision of the Italian Treaty. They said they felt that it wasn’t 
so important to emphasize the military features, which would open 
the door for them to make a larger military contribution, as much 
as we should emphasize, if we were willing to, the fact that they 
were a sort of a conquered nation crowd from the peace treaty, as 
distinguished from the proposed Japanese Peace Treaty, which is 
going to do so much to try to bring Japan up to a level with the other 
nations. 

They felt a little bit, in comparison with our treatment of Japan, 
that it was something that needed revision. Could you comment 
confidentially in executive session on ‘the Italian Peace Treaty 
situation ? 

Mr. Perkins. We have recognized for a long time that the Italian 
Peace Treaty was going to need revision. 


( Deleted.) 


DIMINISHING NEUTRALISM IN EUROPE 


Senator Smiru of New Jersey. Before I finish with you I would 
like to ask you a question about the so-called neutralism in Europe. 
Has the Department got any further light on the tendency toward 
neutralism that existed about a year ago, and have we tended to offset 
that and defeat it by the plans we are making for this joint defense? 

Mr. Perkins. I personally always felt that the talk about neutralism 
in Europe was exaggerated. Nevertheless, there was no question 
that it did exist. I think there is a marked change for the better 
in whatever neutralism there was. It is diminishing, and General 
Eisenhower’s arriving there and our sending additional troops I 
think has contributed as much to offsetting that, and building up 
the European morale, as any other single thing that has happened. 
They are beginning to feel now that they see their way through this. 
They are gaining confidence and moving ahead. 

Senator Smiru of New Jersey. You are not so much concerned about 
it as you werea year ago? Perhaps you weren't. 

Mr. Perkins. I personally wasn’t. 

Senator Smrrn of New Jersey. Ihave a number of questions I want 
to ask General Collins. 

The CHatrMaAn. We are coming back at 2: 15. 

Senator. Smirn of New Jersey. If I may, I will postpone my ques- 
tions until then. 

The Cuatrman. Members of the committee, the press is going to be 
barging in here on me. What, if anything, shall I tell the press? 
This is an executive session. I don’t want to tell them anything, but 
they will want me to tell them something. 


Senator Hickentoorrr. The chairman has been adept at handling 
the press for a good many years. 
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The Cuamrman. We will meet again at 2:15. We will take a recess 


now for lunch. 
(Whereupon, at 1 p. m. a recess was taken, to reconvene at 2: 15 p. m. 


of the same day.) 








AFTERNOON SESSION 







The committee reconvened at 2:20 p. m., Senator Connally presid- 





ing. 

The Cuarmman. Come to order. 

Gentlemen of the committee, General Gruenther, who is chief of 
staff for General Eisenhower is in town. We can get him in the 
* morning if it is desirable that we question him. He is anxious to 
' — return to Europe as soon as possible. 

Fy What is the wish of the committee? Shall we have him or not? 

i Senator Smiru of New Jersey. Mr. Chairman, I did hear him 
abroad but I think he has so much information and can present it so 
vividly to us, I think his appearance would be most helpful. 

a The CuatrMan. What is the wish of the committee? 

Ps Senator Grutetre. I move that we hear him. 

B The Cuarrman. The motion is that we hear General Gruenther to- 
morrow. All in favor say “Aye.” Opposed, “No.” 

a We will arrange to have the general here. 

a General Collins has an engagement to see the President at 3:30. I 
would therefore request the Senators to put their questions first to 
' General Collins so that he may finish and go on down to see the Presi- 
; dent. 

General Coiuins. If there is any question about our not being able 
to complete it, I could come back later. 

Senator Smiru of New Jersey. I will go ahead with my questions 


then. 




























NUMBER OF UNITED STATES GROUND FORCES FOR EUROPE 






Before I get to my questions on the North Atlantic Treaty, I would 
like to ask you another question very closely related to it, which is 
presented because of the testimony of General Marshall the other day 
to the effect that we would have 340,000 ground troops in Europe 
under the present program. 

Ps I have had it called to my attention that when we had the troops 
; for Europe resolution before us earlier this year, we were advised 
four more divisions would be sent to Europe, which would make a 
total of six. The estimate, as it appears in the report of our commit- 
tee, which I will read, apparently contemplated that that would mean 
in round numbers about 200,000 ground troops in Europe. 

I am reading from page 14 of the report of the Joint Committees on 
Foreign Relations and Armed Services on Senate Resolution 99, and 
Senate Concurrent Resolution No. 18. We said there: 

; There are at present in Europe on occupation duty approximately the equiv- 
alent of two United States Army combat divisions located in Germany, Austria, 
and Trieste. There are in addition ground troops stationed in neighboring areas 
and other establishments to garrison airfields in the Mediterranean, Africa, and 
the Near East. The figures here given do not include the United States naval 
and air forces in Europe. The two divisicns on occupation are ground troops 
only, as are the four divisions referred to by General Marshall. 
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That is when he recommended 4 divisions. 


Then further down the 
report said: 


It is estimated that these 4 additional divisions, plus the required additiona! 
supporting troops, will increase the number of United States troops in Europe by 
about 100,000. 

Now, that was after we had received testimony that the United 
States troops in Germany at that time were about 100,000, so the total 
estimated number in Europe is 200,000. 

That raises a question—the press has been after me for days now— 
regarding the discrepancy between the 200,000 figure that we called 
attention to in our report and the testimony of General Marshall indi- 
cating 340,000. I think it would be very helpful if you, as Chief of 
Staff of the Army, could give us the exact facts with regard to that. 

I also think it would be wise if it could be given to the public after 
this meeting because they are asking about those figures and how we 
arrive at the larger figure. 

I wanted to give you the opportunity to make that statement. 

General Cottins. Yesterday I returned to the city late in the after- 
noon. I tried, in the intervening period, to check the testimony. | 
think I havea clear picture of it. 

The actual questioning of General Marshall on this subject was lim- 
























ited to about 2 inches of space in the actual printing of the report itself. : 

The whole context of what he was talking about at that time was the 5 
support of the North Atlantic Treaty Organization. At that time FB 
that was the subject of discussion. q 


Now, General Marshall was asked the question about what addi- 
tional supporting troops would be required in numbers over and above 
the divisions themselves. 

As I recall the testimony, he said, “I don’t know exactly, but I 
imagine it would be something in the neighborhood of 20,000 or 
25.000.” 

Senator McManon. Do you mean per division ? 

General Cotiins. No; I think it is in context with the later question. 
Senator Johnson asked the question, “This would be a total then of the 
4 divisions, 100,000¢” And General Marshall either generally agreed 
with it or tacitly agreed with it. I do not remember that exact point. 

Senator Smiru of New Jersey. Do you mean this is the hearing on 
the troops-to-Europe movement and not the other day ? 

General Cottins. That is correct, and that must be clearly differen- 
tiated now. That was at that time. 

Now, the fact of the matter is that the plans for the troops in Europe, 
the Army troops to support NATO, will total 259,000 instead of 200,- 
000, That is the difference. 

Now, how serious that is I do not know, in the minds of you gentle- 
men, but I can assure you there was no thought of confusing the issue, 
of subterfuge, or anything of that character whatever. 

















SIZE OF A UNITED STATES DIVISION 


To show you also that these figures are reasonable, I would like to 
° “34° ¢ 8 ° es ¥ e 

compare—I hate to use this term “division slice” but nobody has in- 

vented anything that is better. You understand that aside from the 
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number of infantrymen that are in a division itself, you must have 
artillery, you must have engineers, you must have communications 
troops and service troops to support those divisions. 

During the past war, over-all in the Army, this so-called division 
slice, including everything back in the United States, ran up very 
close to 70,000. [Deleted.] You could not possibly support 4 divisions 
in Europe on 20,000. It just cannot be done. 

Now, what are the facts with respect to the so-called division slice 
in Europe as provided for now in this year’s fiscal 1952 budget which 
is what we formally submitted to the Congress? The total would be 
959,000 Army troops for the NATO purposes. 

Here is still another little technics ality, Senator Smith: You referred 
to six divisions. Actually it is six division equivalents—the three 
Army regiments of the constabulary and the infantry battalions that 
go with them that are about the equivalent of an Army division. 
~ Actually we did not say we were going to send five divisions over. 
We had one division there plus the equivalent of another as I have 
just explained. We planned to send four additional divisions which 
would make the six divisions equivalents. 

Now, this is the whole Army forces that will be in the European 
command at the end of this fiscal year: 259 gives us the equivalent of 
6 divisions or a division slice of 43,000. | Deleted. | 

Senator Smirn of New Jersey. You count those as ground troops 
and not part of the air? 

General Cotuins. Those are ground troops and do not belong to the 
Air Force. We furnish them. 

In addition, if it came to a conflict in Europe, our forces would be 
operating on the longest line of communication of any American Army 
in history—a longer line of communications back from the base, or 
the bases, the seaport bases. Of course, that takes more men in the 
supply echelons to support it. [ Deleted. | 

Now, then, if we could turn to the other statement which the general 
is supposed to have made here a few days ago about the total Army 
forces in Europe being in the neighborhood of approximately 340,000, 

plus 60,000 air, which gave the 400,000 figure—we must inelude ji 
addition to the 259,000 for NA'TO purposes 15,200 in Austria, whic hi is 
not in NATO; 5,000 in Trieste, who are there under a specific peace 
agreement; 5,000 total for General Eisenhower’s headquarters, for 
NDAP, and for other activities. 

Then, the total Army figure would be 284,000 in round numbers— 
a little over 284,000, in contrast to what appears to have been a 340 
figure which wasn’t given. 

[ understand that information was assembled together quickly on 
Saturday morning. I personally did not know about the details of it. 
These figures that I give you now are factual and are provided for in 
this year’s budget. There is nothing more than that, I can assure you. 

Senator Smrru of New Jersey. Do I understand that 284, then. 
should be substituted for the 340? 

General Comins. That is right. That includes all of Europe, you 
understand, and not just NATO. It includes Austria, Trieste, and 
certain special agencies and things of that character. 
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MARSHALL'S TESTIMONY ON TROOPS NUMBER DURING “TROOPS TO EUROPE” 
HEARINGS 














Senator Smrru of New Jersey. I believe I will read into the record 
the very brief questions and answers in the testimony on S. Con. Res. 
18. Senator Johnson, of Texas, asked General Marshall the following: 


What is your best estimate of the number of men to be involved in four addi- 
tional divisions and their supporting units? As I understand it, you are con- 
templating sending four additional divisions to Europe and if we pass this 
resolution how many men would be involved, not only the divisions but the 
Supporting units? 

Secretary MARSHALL, The supporting units in the European theater would be, 
I assume, in addition to those already over there, and I am not familiar offhand 
with the exact number, but it is in the neighborhood of, I should say, 20,000, or 
perhaps 25,000. 

Senator JoHNson. And four divisions then would be 80,000? 

Secretary MarRsHALL. 72,000. 

Senator JonHnson. So when we are talking about 4 divisions, roughly, we are 
talking about 100,000 men out of a total of 3.5 million in our Armed Forces? 


Secretary MARSHALL. Yes, sir. 
That is the exchange to which you referred ? 
General Coturs. Yes. 


Senator Smrrx of New Jersey. And then you corrected that 100,000 
figure, in the first place, to 259,000? 















































TOTAL NUMBER OF UNITED STATES TROOPS CONTEMPLATED FOR EUROPE 





General Cottins. No, sir; that 259,000 includes the troops that were 
already there, so w hat you are comparing is a total of 259,000 in com- 
parison to 200,000. 

You must remember that General Marshall said that this was not an 
exact answer. The details of this business are something that is con- 
stantly being worked on. 

Senator Smrrx of New Jersey. In General Marshall’s testimony on 
Friday last, July 27, on this point, this is what he : said—he was asked 
about the actual numbers and he said, “I was trying to give it to you in 
percentages. It is much easier to handle it that way. The actual 
numbers are, in 1952, our allies will have about 2.5 million men on 
active service. We will have, I think, about 340,000, then, in the 
Ground Forces, and some 50,000 or 60,000 in the Air Forces. 


Senator Witey. That gives us the manpower. 











So that is the figure you are correcting with your testimony today. 

General Cotzins. That is correct, 284, 000, or a little over that figure. 

Senator Smirxn of New Jersey. In lieu of the 340,000 figure which 
Secretary Marshall used on Friday last? 

General Cotirns. That is correct, sir. 

Senator Smiru of New Jersey. "And which he subsequently reaf- 
firmed in the press. I saw in the press where he was asked if that was 
the correct figure and he said it was. I want to get to the press the 
correct story. It would be 284,000 plus. 

General Cottrns. In round numbers. [Deleted.] In round num- 
bers it is 284,000. 


Senator Smriru of New Jersey. Do you have Air Force figures on 
the air? 
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General Cotiins. I have checked with the air and in round num- 
bers that is 60,000. 

Senator Smiru. You keep the Navy figures separately, I suppose ¢ 

General Cotuins. They were never involved. 

Senator Smirn of New Jersey. That is a roving figure anyway. 

General Cotuins. Yes, sir. 

Senator Smirn of New Jersey. Then, our total will be 284 plus 60 
in round numbers, or 344,000 all told, instead of the 400,000 that was 
used in the press in recent days. 

General Cotiins. That is correct. You must understand that that 
includes both Austria and Trieste and all the other agencies, and the 
set-up of SHAPE. We have had to give to SHAPE, for instance, 
some signal communications. [| Deleted. } 


RELEASING TESTIMONY TO PUBLIC 


think it would be desirable, if there is no objection by the committee, 
that this important testimony that General Collins has just given be 
released to the press because they have all been questioning me. 

The Cuairman. Is that in any statement ? 

Senator Smiru of New Jersey. That is not in any statement but I 
think the general could correct whatever we get in the transcript so 
we could give it to the press, if that meets with your aproval, and we 
could get this figure straight. 

General Cottins. I would prefer to answer off the record. 

(Discussion off the record.) 

The Cuaran. Is there anything in your statement, General Col- 
lins, that you do not want to give to the public? 

General Cottins. My prepared statement may be released. 

Senator Smrrn of New Jersey. You are speaking of the general’s 
prepared statement this morning ? 

The CHatrMan. Yes. 

What is the wish of the committee about giving this to the press. 

Senator Smiru of New Jersey. I move that we give that to the press, 
because it will give them some information. 

Senator Brewster. I made this point this morning in the absence 
of the chairman, when Senator Green was presiding, that if we follow 
the policy of simply releasing the prepared statements of the various 
witnesses who appear before us, without any release of any other 
matter which may be developed, it is apt to present a somewhat one- 
sided view of the situation. We would go on for 10 days with a 
release simply in the form of prepared statements, when there might 
be much other information which would give the public a better- 
balanced view of the problem. 

That is why I spoke as I did the other day when the matter was 
first brought up. 

The CHatrrmMan. You are against releasing this? 

Senator Brewster. Unless there is some provision for the release of 
additional material as it may be developed. 

The Cuarrman. Do you have a statement or anything you wish to 
submit in the way of additional material 

Senator Brewster. No. Iam sure the Senator is intelligent enough 
to know that I am referring to the testimony developed from the wit- 


Senator Smrru of New Jersey. Mr. Chairman, just at this point I 
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nesses. We ask them many questions. I assumed this hearing was 
for the purpose of developing a balanced view of the whole problem. 
Otherwise, it is meaningless. 

The Cuarrman. The reason I brought this up is, several members 
of the committee approached me and said they thought it ought to be 
released. 

Senator Brewster. I have no objection whatever to its release, but I 
want to have an understanding as to whether additional material will 
also be available which might; as in this very instance we have here 
now as to the release of this information which General Collins has 
just given us; supplement material of that kind. 

The Cuatrman. I withdraw the suggestion. We will not release 
it on the basis of the objection by Senator Brewster. 




























TOTAL CONTEMPLATED UNITED STATES ARMED FORCES 


Senator Smirn of New Jersey. General Collins, there is one state- 
ment you made just a minute ago that confused me just a little when 
you spoke of an Army of 1,500,000 men or thereabouts. How does 
that jibe in with our over-all 3.5 million Armed Forces? Does that 
mean the Army part of the 3.5 million is only that much? 

General Cotiins. That would be the Army’s part of whatever the 
over-all figure is. 

Our presently authorized budget strength is 1,552,000. The current 
1952 budget, which another committee is hearing, these figures are 
included in it, including those that are in Europe and everywhere else 
in the world. 

Senator Smirn of New Jersey. That means, then, that the Navy 
and Air Forces comprise approximately 2 million in our total of 
31% million. 

General Cotas. In that neighborhood. Once again, do not hold 
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me to a 3.5 figure. That is where we have the trouble, when we get 
into the numbers business without the exact specific figures being LS 









known. It is always dangerous to spring a figure unless you know 
it is correct. 
I do not mean to imply that anybody does not know what they are 
talking about, but you do not have the facts and figures at hand. 
Senator Smrru of New Jersey. I wanted to clarify that 3.5 figure 
which is in the minds of most of us as our over-all top. 
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CONTRIBUTION OF DIVISIONS BY NATO PARTNERS 


General, I wanted to ask you a further question. As I understand 
it, we have worked out this budget and the authorization on the basis 
that General Eisenhower has got an arrangement with the various 
Atlantic Pact countries for the furnishing of so many divisions. 
As those divisions aré furnished, we are supposed to buy the equip- 
ment. That is our end of that building-up of those divisions abroad? 

General Cox.is. It is a simultaneous process, Senator. In other 
words, there is no use in first putting up some men and then furnishing 
some equipment. 

Senator Smira of New Jersey. Our production forces here will be 
moving ahead to bring that about ? 

General Cottins. That is correct, sir. 
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Senator Smiru of New Jersey. The reason I asked the question was 
because we have not gotten any where the breakdown of those figures. 

I know it is highly confidential material and we cannot release it 
under any conditions. But would there be : any objection to the com- 
mittee confidentially having those breakdowns of divisions by the 
different European countries ? 

For example, French, Belgian, and so on. If it is top secret, we 
should not have it, but I think it would be he Ipful if we knew what we 
were figuring on equipping in the way of divisions in fiscal 1952, 1953, 
and 1954. 

General Couurns. I can give you a total figure which would have to 
be in executive session. I would urge you not to ask for the details. 

{ Deleted. | 

Senator HickeN1oorer. For the sake of the record, a couple of days 
after we got back from Europe a fellow quoted me as saying that 
General Eisenhower is shooting for 60 divisions in Europe. I never 
discussed the number of divisions in Europe with any newspaperman, 
directly or indirectly. That matter was never discussed and I do 
not know that I ever discussed the total divisions with any member 
of the committee, but those things do get out. 

It is an utterly false statement as far as any attribution to me was 
concerned because it had never been discussed by me with anybody. 

General Cottixs. The American newspaperman is the ablest news- 
paperman in the world. He talks to you and talks to me and 40 other 
people. He begins piecing one thing against the other and he comes 
out with something. Sometimes he is pretty good and pretty ac- 
curate. Other times, he is quite far from the mark. 

Yet if we deny it and say, “Well, this is wrong,” then you will 
immediately give some validity to some other part of the thing. 

That is the difference between my giving you a statement with my 
name, or the name of the Army or the Department of Defense, behind 
it; then it is official. Then the intelligence agent of the potential enemy 
checks that off. He can read what some newspapermen says and know 
that it is not strictly correct. 


NEED FOR MORE PUBLIC INFORMATION ON PROGRAM 


Senator Smirn of New Jersey. Here is the problem we legislators 
have, General: We are asked, when we give this figure of $5.2 billion 
military aid to Europe, by our colleagues what that is for. If we say 
that that is for the equipment of European divisions, maybe that is the 
only answer we can make and cannot give a further breakdown than 
that, but the fact remains, I think, it is an awful lot of money not to be 
able to give more details for. 

General Cotttns. I think you could also say that it will provide 
equipment for a substantial number of European divisions which will 
materially add to the capability of Europe defending itself. A 
statement of that character is factually correct. 

Senator McManon. Do you think you will get away with that with 
the Appropriations Committee ? 

General Contins. 1 am willing to give to the Appropriations Com- 
mittee the same type of information ‘that I have given here, and they 
are entitled to it. It is what you can release. I appreciate the difti- 
culty you all have when it comes to what you do on the floor. 
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Senator Smrru of New Jersey. That suggests another question that 
has been brought to me from another source. Would we not be wiser 
in the light of these top-secret approaches to put all of this military 
production in one pot both for our own needs here and abroad, and 
simply give authorization to take out of the pot to furnish these 
divisions abroad without indicating what they are at all. Just guess 
the original authorization or appropriation for a total over-all pro- 
duction of military equipment. 

Would that thought appeal to you or do you think it wiser to have 
the breakdown and indicate specifically that we are giving $5.2 billion 
to Western Europe? 

General Co.urns. That’s a little bit out of my field now, Senator. 

Senator Smiru of New Jersey. I am too, in a way, but I wanted 
your opinion. 

General Cotirins. I think it is wiser to do it this way: I think we 
should make clear to the rest of the world, including Europe, the 
extent of the aid we are giving in a military way. We ought to get 
credit for it, in other words. 

Senator Smrru of New Jersey. Congress prefers that breakdown 
unless we are giving away military secrets by particularizing too 
much. 

General Cotuins. I do not believe this part would hurt. 

Senator Smrru of New Jersey. Let me ask you this next question: 


MILITARY AND ECONOMIC MUTUAL AID IN EUROPE 


Is any NATO country, to your knowledge, supplying any othe: 
aid to the United States than merely increasing their own strength 
to resist? Are any of them putting into the general pot for the 
European army any supplies of any kind? Are they figuring on 
developing their production to produce not only for their own country 
but for the other countries in the group ? 

General Cottins. So far as I know, up until now at any rate, they 
are producing for themselves. There may well be some interchange 
of equipment, but I believe, so far as I know, they are producing 
for themselves. 

Senator Smirn of New Jersey. We might be able to develop another 
policy as we go along, but up to date each country has worked for 
itself ? 

General Co.uins. Yes, sir. 

Senator Smiru of New Jersey. I do not know whether Mr. Bissell 
could contribute to that particular question or not. 

Mr. Bissell, do you know whether, in the economic field or any of 
these fields, there is any contribution by any of these countries to 
the general pot or is everybody working for himself ? 

Mr. Bisseiyi. As yet. sir, there is no contribution thet might be 
thought of or regarded as aid from one country to another. There 
is, of course, to some degree, some purchasing by one government in 
other countries. The British in particular have placed a good many 
contracts for military items on the Continent and I understand the 


French are beginning to place a few contracts, still on a very small 
scale outside of France. 
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Mr. Perxins. Might I add a point in connection with that? It is 
true in the case of Yugoslavia that the other European countries are 
providing some help. 










APPROPRIATING THE AMOUNT OVER TWO FISCAL YEARS 













Senator Smirr of New Jersey. Now, General Collins, I have one 
F more question. It has been suggested that this program of $8.5 billion 
for fiscal year 1952 might be authorized in full at this time, but the 
possible appropriations be made in 1952 and 1953 as progress is 
: made, both in setting up the divisions and in our own production. 
Would your program : be embarrassed if it was handled that w ay 
F General Cours. That is somewhat of a technical point, Senator, 
but I have inquired into it and I am told it would embarrass us 
E quite materially on these long-time items. General Olmsted is here, 
and if the committee should ‘wish later to ask him, he can give you 
; some specific information as to our capacity to commit the funds and 
7 the things that are involved in it. It is my understanding that we 
not only” need this money, but we can use it this year. I would say 
it would hurt us if we had to spread it out over 2 years. 

Senator Smuru of New Jersey. If you can actually use it, that is 
one thing. 

General Cotztins. According to the analysis that we have had, we 
need these funds right now. 

Senator Smirn of New Jersey. You do not think General Eisen- 
hower’s hand would be strengthened if you said, “Unless you use these 
a things up fast, we will be embarrassed in getting our appropriations 
Pe through”? 

% General Cotuts. I have used everything along that line that I can. 

1 suggest that you question General Olmsted on that. That is a 
technical question. 

Senator Smirn of New Jersey. I have some questions of Mr. Bissell, 
but since the general must leave in a few minutes, I will desist at this 
time. 

The Cuatrman. Are there any other questions of the general ? 

Senator Know.anp. Mr. Chairman, I got in a little late and the 
question may have been asked, but I would like to ask, in view of 
Secretary Marshall’s testimony before this committee, whether you 
have cleared up the discrepancy ? 

General Cotiins. We have cleared that up, Senator. Senator Smith 
and the record have the full details of that. 

Senator KNowxanp. I will read the record. 

Senator Guerre. Mr. Chairman, there are a couple of minor 
questions I wanted to ask. 
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UNITED STATES CONSTABULARY IN EUROPE 









General, you spoke of the constabulary that is now over in the 
European area in your delineation of the troops. 
While in Frankfurt, I asked why a constabulary at this time, and 
they said it was just a term describing these troops. 
General Cotirys. That is right. They never were a constabulary. 
They were always American soldiers. 
Senator Gitttetre. Why do you differentiate now and say so many 
men and so many constabularies / 
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General Coxxins. I should have said, so many divisions ‘oan three 
armored cavalry regiments, which were the constabularies, but which 
were converted about 2 years ago, actually. 

Senator Gitterre. And are now in the troops? 

General Co.tins. They are an integral part of the Army and al- 
ways have been, actually. They were used for a specific purpose and 
were therefore given the name “constabulary.” 


PLANS FOR ATR DEFENSES 


Senator Giuterre. The second question was, in referring to the 
need for additional divisional slice in the European area, you spoke 
of the plans for air defense. 

Have you not made similar plans for air defense in the Korean area, 
anticipating possible air attack there ? 

General CoLuins. Yes, sir, we have, but the numbers you would 
have to defend against are much less than the potential number you 
would have to defend against in Europe. 


NUMBER OF MEN IN A DIVISION 


Senator Giutetre. My last question is, Did I understand you cor- 
rectly in your statement of the numbers in the divisional slice, 39,000 
or 43,000, depending on the area, that it takes substantially 2.5 men 
for every eifective combat man that you put on the lines / 

General Cotiins. No, sir, that is not the case. 

You see, a division consists of 18,000 men in round numbers. It is a 
mixture of infantrymen, artillerymen, tankers, engineers, signalmen, 
doctors, and so on. 

That is only in the division. We use the division as our yardstick 
and typical unit upon which we gage a fighting capacity because it 
is the smallest unit that is fully self-contained. 

Back of that you have to have corps artillery. The next higher is 
the corps; the next is an army, and the next is a group of armies. You 
never put into each division all of the things needed to support a di- 
vision because a division must be pulled out of the line and given a 
rest every now and then. Buta corps stays right there. 

[ commanded a corps in this last war. My corps was in for 11 con- 
secutive months, with 1 week out in 11 months. The divisions came 
and went. A total of 21 or 22 divisions passed through my corps. 

In addition to the divisions, we had corps troops, additional artil- 
lery, additional engineers, additional signalmen and units of that sort. 
Then the army has a group of those units which they parcel out, de- 
pending upon where the toughest fighting goes. There is no use giving 
every division everything. You put most of the support behind the 
ones that are carrying the brunt of the fighting. When they are on the 
defense you do not have to give them so much. 

That is the puzzling part for anyone other than a military man 
to really understand in this divisional slice. 

Senator Gitterre. All of these supporting units are included in 
that term “divisional slice?” 

General Cottins. Yes, sir. A proportional part. For example, 
299,000 are the total Army men under NATO in Europe. We have 
the equivalent of six divisions; it is actually five, but the equivalent 
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of six. If you divide 6 into 259, that is how I got the figure of 43,000. 
Every one does not have 43,000, but it is the proportionate part that 
backs up each division, inc luding the number of men in the division. 

Senator Giuterre. I believe you said you did not include the 5,000 
men at Eisenhower's headquarters, and so forth. They are not in- 
cluded in this group of yours ¢ 

General Cours. No, sir, because, you see, they do not work in close 
conjunction with these divisions. But it does include the proportional 
part. It includes, first of all, the number of men in the division itself; 
18,000 in round numbers. It includes a proportional part of the sup- 
porting artillery, engineers, additional tanks, signal-communications 
people, ordnance men, quartermaster men, supply people of all kinds 
and character, on back to the base back at Bremerhaven or somewhere 
else. 

Senator Gitztetre. It does not go beyond that and include the ad- 
ministrative personnel here in Washington ¢ 

General Cotuins. No, sir; that runs it to a still higher figure. [De- 
leted. | 

Senator Giuterre. That is all, Mr. Chairman. 

Senator KNowLanp. I have one more question, Mr. Chairman. 

The CHarmMan. Senator Saltonstall really comes next. 


CAPACITY TO ARM UNITED STATES AND FREE EUROPE 


Senator SavronstaLL, | would like to ask this question, General 
Collins. Ido not think you have answered it, although I was not here 
all the time. 

In your opinion, if we give this aid to the European countries for 
the military purposes, will that have any effect on the equipping of our 
divisions ? 

General CoLtins. No, sir, it will not. [Deleted. | 

Senator SaLTonstaLn. So that the actual furnishing, building up, 
taking out of our economy of this military equipment and se nding it 
over to Europe will not affect in any way the giving of that equip- 
ment to our fighting divisions ? 

General CoLtins. Not if we get the appropriations that we have 
asked for. 

Senator SauronstTaLy. Well, it is not a question of appropriations. 

General Cottins. Do you mean productive capacity and all of that? 

Senator SALTONSTALL. Yes. 

General Cotirs. No, sir, that has been checked and coordinated. 
In other words, the MDAP praren is checked against our own mili- 
tary production program. 

Senator SALronsTaLL. So that our industrial economy will be able 


to stand the burden of taking on the additional load and still provid- 
ing all that is necessary for our troops? 


General Contains. According to my understanding, yes, sir. 


ADMINISTRATION OF FOREIGN AID 


Senator SALronsTaLL. May I ask one other question ? 

You have stated to Senator Smith that you believe that this amount 
that we furnish should be set out in a separate parcel from the general 
parcel that is given to the military for equipment. In your opinion, 
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what should go where? What should go to Europe? What should go 
to our troops? What should go to which troops in Europe and so on / 

Should that be left to the Military Establishment, or should that 
be left to an independent agency ,or should that be left to the State 
Deparment ? 

General Cotiins. I answered earlier this morning, Senator Salton 
stall, that the details of organization, frankly, I have not had time 
to clearly analyze. 

The situation, so far as the military is concerned, is entirely satis- 
factory. We have a check on it all the way down the line. We have 
very close relationships with the working people in State, and I am 
confident if the Joint Chiefs of Staff recommended against some 
thing on this thing our recommendation would be followed. 

Based on the reports we have from Europe in our groups in Europe, 
in each country, we have had a say in this program and have evaluated 
it, right straight through. We are perfectly content with the current 
set-up. 

Senator SaLTonsTaLu. So far as you, as an individual, are con- 
cerned, then you have no objection to the set-up being as it is now 
and you have no preference as to any other set-up ? 

General Couns. I said this morning subject to my lack of quali- 
fications, frankly, to give you a sound answer on this, that my per- 
sonal judgment is that it is better to tie the two together. I think it 
strengthens General Eisenhower’s hand a little bit. [ Deleted. ] 

That is a statement of my judgment. 

Senator SALronstati. In your opinion the Joint Chiefs of Staff 
should really have a say in where the equipment that comes out of 
our economy is going? 

General Cotiins. Yes, sir; we do have that. It is essential that we 
have a say. We do have that now. 

Senator Sauronstauu. Irrespective of the organization? 

General Cottins. Yes: I would say we must have a check on that 
irrespective of the organization. 

Senator SatronstaLy. Thank you, Mr. Chairman. 

The Cuairman. The next one on the list is Senator Hickenlooper. 

Senator Hicken.oorer. I think all my questions have been an- 
swered, Mr. Chairman. 

[ Deleted. ] 

General Cottins. Mr. Chairman, do you wish me to return? I will 
be over there for only 10 minutes. 

The Cuarrman. I imagineso. Some of these other Senators wanted 
to question you and we didn’t get to them. 

General Couuins. I will be back as soon as I can. 
The CHamman. Senator Lodge. 


COMPUTATION OF TOTAL FOREIGN AID AMOUNT NEEDED 


Senator Loner. I had some questions I wanted to ask General Col- 
lins, but I would like to ask Mr. Bissell, or Mr. Perkins, to tell us how 
the figure of economic aid was reached. 

We are going to be asked all the time why $1,675,000,000 should be 
used. Someone will say why should it not be some other figure, for 
instance, $2 billion. 
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I have seen nothing in the record yet, and I have been present at 
all meetings except vesterday, and I read the record of yesterday, 
that gives ‘the slightest idea of how you arrive at your dollar total, 
and why it has to be that total rather than some other total. 

Now, I think we simply must have that. 

Could you begin and tell me the procedure whereby you arrive at 
one figure and how you add it to other figures? 

Mr. Bisset. Senator, if I may answer that and refer to what I said 
this morning, it is perfectly clear, of course, that a need for economic 
aid is related to the foreign-trading position of any one of these 
countries. 

Senator Loner. Now I do not follow that, if this is a military pro- 
gram. If what you are trying to do is to finance the development 
of factories that can make machine guns, what does the foreign-trad- 
ing position of the Nation have to do with that? 

Mr. Bissetn. If, in the case of France, as an example, we agreed 
on some basis of equity, or negotiation or any other, of an amount of 
aid, of economic aid, to provide France, and we, in arriving at that 
figure, did not relate it to France’s foreign-trading position, then 
there are two possibilities that the figure so arrived at would in fact 
have no relation to France’s true needs. 

If we arrived at a figure of aid greater than a measure of the extent 
to which France needs to import goods and services from the rest 
of the world—if the figures of aid were greater than such a figure, then 
the result of giving that amount of aid would simply be to build up 
France’s monetary reserves. 

Now, in building up the gold reserve of a country, one is not in fact 
making it any easier for that country to bear the economic load, be- 
cause the gold that goes into, say the Bank of France in this example, 
is not in fact supplying any more consumer goods that French con- 
sumers can buy to save them from the effects of inflation. It isn’t 
providing any more machinery or equipment or raw materials to go 
into military production; it isn’t going to supply any such resources. 

Clearly, therefore, if we were to propose aid to France in excess 
of the money it is going to need to pay for those imports that it 
cannot afford, we would be asking the Congress for funds which would 
go into the central money reserves of that country and would not 
directly contribute to military production, the prevention of inflation, 
the maintenance of the standard of living, or any of the purposes 
that I discussed this morning. 

On the other hand, if we provide considerably less money than 
France needs to import goods that it cannot afford, then obviously we 
are compelling the French either to cut down their imports, or else 
we are compelling them to divert production from their military 
program so as to produce more exports to pay its way. 


ESTIMATES BASED ON COUNTRY’S NEEDS 


It is for that reason that any estimate of economic aid must be 
related to France’s needs—I am taking it only as an example—for 
food, raw materials, machinery, equipment, services, and the like that 
it cannot afford and must obtain from outside its own borders. 

Now the specific way that we have proceeded in the case of France, 
and in any of these other cases is as follows: We have started with an 





176 MUTUAL SECURITY ACT OF 1951 


estimate of what we believe to be a feasible increase in production in 
France—total production, agricultural, and industrial. 

Senator Lover. How much is that for military ¢ 

Mr. Bisseiz. In the case of France the increase in the total is ap- 
proximately 5 percent, which in dollar amount is about $1.4 billion 
from the last fiscal year to this one and of that we believe that there 
can be an increase of about 900 million out of that increase that can 
represent and can go into an increase in military production. 

Senator Lopcr. How do you get that figure ¢ 

Mr. Bisset. That figure, sir, is the result of an estimate or an ap 
praisal if you will, of the extent to which France wjll have to continue 
to put resources into capital investment; the extent to which it will 
have to use resources for the production of consumers’ goods—that is 
economic resources, output of goods and servic es—that flow into the 
hands of its consumers, and similarly for any other purposes for which 
goods and services produced in France in the next year have to be used. 

That is why this morning I discussed the circumstances that led up 
to beliefs, specifically in the French case, that there has to be some 
increase in the standard of living. That is in per capita consumption. 
And an increase in total consumption of from 19.75 billions, to just 
over 20 billions of dollars. 

So the chain of calculations is starting with an appraisal of the 
country’s capabilities, the extent to which its total production can 
increase, an appraisal of the extent to which it can either divert pro- 
duction from consumer goods, from making things for consumers, 
or have to put more produc tion into that. 

Likewise for goods and services going into capital investment, and 
thence to the figure I have here mentioned as the possible increase in 
military production. 

Now, from those figures, we have then estimated France’s need for 
imports in the next year. In the specific case of France—I quoted 
these figures this morning—it is our belief that French imports allow- 
ing for some increase in prices will have to increase from 2,445,000,000, 
from the coe rest of the world, to a total of 2,735,000,000 in the 
new fiscal year. That, of course, we have broken down by commodi- 
ties. I have it in terms, I think, of about 30 different commodities 
here. For almost all of those we have, of course, the figures of physical 
quantities, as well as these value amounts, and this morning the specific 
figures I gave were not those for total imports but in answer to Senator 
Brewster’s question, they were for total gold and dollar imports. 

As to exports, the judgment that we have made in general is that 
these countries should be encouraged to maintain their total exports 
approximately constant, but not encouraged by us to expand their 
exports in a manner that would interfere with the expansion of mili- 
tary production. 

I believe, therefore, that the two judgments that are, if you like. 
the end of this logical chain, are the judgment on what each country 
has to buy from ‘abroad, and what each country can make and sell 
abroad, and those are very directly dependent upon the judgment as 
to what the country can turn out in the way of goods and services, 


and what it needs for other purposes, and what it can afford to spend 
for military purposes. 
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AVAILABILITY OF COMMODITIES IN SHORT SUPPLY ALSO PLAYS A ROLE 
I should mention one final judgment that enters into this and that 
I alluded to this morning. It isn’t just a matter of what France or 
any other country needs to import. There are lots of commodities 
that are now in such short supply that the limiting factor is the avail- 
ability. Therefore, in the case of some 30 commodities, most of them 
in some degree rather scarce and important in world trade, we have 
had to analyze the world supply-and-demand picture, taking into 
account production from all sources, the needs of the United States 
economy and, of course, the needs of other parts of the world besides 
Europe, to test for reasonableness these figures that we have arrived 
at. 

You might say that the estimates I could give you for the imports 
that France needs to make in 1951—52, are estimates that are keyed into 
an estimate of the world supply of the commodity in question and in 
general the demand for that commodity. 

Senator Loper. You take each country separately and then add 
up the totals? 


Mr. Bissevu. That is correct. 





ESTIMATE 





OF INCREASED PRODUCTION POSSIBLE 





Senator Loner. With regard to each country, you make an esti- 
mate as to how much of a differential from ordinary economic activities 
it can establish, is that what you do? 

Mr. Bissett. That is correct, sir. 

Senator Lopcr. In the case of France, you estimated that in what 
percentage or in what mi ipower terms / 

Mr. Bisseux. I cannot give it to you in manpower terms. 

In the case of France spec ific rally, we do not believe that you can 
reduce the flow of goods and services going into consumption and in- 
vestment. Therefore, in the case of France, the increase in the mili- 
tary effort will come entirely out of increased total production of the 
French economy. 

Senator Lopér. So, then, you estimated how much of a total in- 
crease there can be, is that correct ? 

Mr. Bisseti. That is correct. 

Senator Lopcr. How do you do that? 

Mr. Bisseii. Usually by trying to take into account, sir, first of all 
the amount of unemployment, if any, in the country. Secondly, the 
extent to which the working force that is already at work can be 
utilized more intensively. Thirdly, to look at recent experience and 
make an allowance for an increase in productivity. That is, in output 
per man, broadly across the whole of the economy in question. 

Senator Lover. How accurate is this figure that you get / 

Mr. Bisset. I would never be prepared to say, Senator Lodge, that 
this kind of figuring can be done without a wide margin of error. 
That is especially so of the end product, because the errors accumulate 
in this process of calculation that I have outlined. If we are wrong 
in the total possible production, that will affect the need for imports 
and the possibilities of exporting goods. If we are wrong in the pos- 


sible diversion of resources from other purposes, that will also affect 
the figure. 
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I would say that there is a wide margin of error. 

I think if we had the time and uae use the volume of paper that 
it would take, we ought to present these figures to you in terms of 
ranges, and there would be a pretty wide range. 

What we have tried to do is to pick figures that represent our best 
and most conservative judgment of what ought to be the midpoint of 
that range. We have tried in general to resolve questions in a manner 
that is in the direction of reducing the needs of these countries for 
any assistance from us. 

I might say that in the case of several countries, the figures have 
become known to the governments in question. I think they have 
brought forth the most extreme protests, in every case. 

Senator Lopgr. You have not been started in on the assumption that 
here is the amount of military production we want to get out of 
Europe, and we are going to allocate that among those nations. You 
have started from the other end, have you not? 

Mr. Bissett. We have started from the other end, Senator, because 
if I may say so, sir, I believe that the answer to the first question 
would almost be infinity. [ Deleted. | 

You have here before you an end-item program for Europe, and the 
end-item program for Europe alone, of course, is a sizable fraction 
of that total figure. 

If we could get out of Europe all the military production we would 
like to, we, of course, would like to get enough so they would have 
to have any end-item aid whatever. 

I thought that was what you meant by “the other end.” I think 
that is the way one starts on what the Europeans could possibly do. 


SUFFICIENCY OF AMOUNT PROPOSED 


Senator Lover. Is that 1 billion 6 for Europe a figure that you per- 
sonally support ? 

Mr. Bisset... Very definitely. 

Senator Loner. In arriving at that figure, did you go into calcula- 
tions with the idea that Congress is going to reduce the amount and 
you edge it up to make up for that reduction ? 

Mr. Bissety. May I answer off the record. 

(Discussion off the record.) 

Senator Loner. I had a qualified person in Paris tell me last week 
that if anything, the figure is too low when you consider the job to be 
done, this figure is not quite adequate. 

What would be your comment on that? 

Mr. Bisseii. I would put it this way, sir. I believe we could get 
somewhat more military production out of Europe with a larger fig- 
ure than this. I think, however, that we would in most cases be get- 
ting—let me start that sentence again: I think that the figures before 
you, if achieved—that is, the figures that represent European effort, if 
they are achieved—will involve such a heavy strain on the Europeans 
that if we go beyond this for an extra dollar of economic aid from us, 
we would not be getting very much more than an extra dollar of pro- 
duction from Europe. 

Now, I think there are several specific circumstances aside from 
that general observation that may make these figures turn out to be 
inadequate. One that has been mentioned I think, and that has been 
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discussed in the press is the considerably worsened financial position 
of the United Kingdom. There is, as the committee knows, no al- 
lowance in these figures for any economic aid to the United King- 
dom. There is no doubt that their position has turned a great deal 
for the worse in the last couple of months, and it is perfectly possible 
that before the end of this fiscal year, they will get themselves in a 
position where the progress of their rearmament “will be threatened 


unless they can get more help from us. We hope and believe that that 
will not be the case. 


ALLOWANCE FOR INFLATION 


Senator Lopcr. Have you made allowances for inflation and rising 
costs in these countries? 

Mr. Bisset. We have made an allowance generally for a rise in 
prices. Asa matter of fact, in the prices of their imports, it is about 
7 percent. In the case of their exports it is about 5 percent from one 
year to the next. We have not otherwise taken into account explicitly 
the effect of rising prices and costs of living domestically in these 
countries. We have indirectly taken that into account because as I 
testified this morning, that has modified 

The Cratrman. Mr. Bissell, there is no need to repeat again what 
you said this morning. Those Senators that were not here, they are 
just out of luck. 

Senator Loner. I would like to get an answer to my question, Mr. 
Chairman. I have been here, and I do not think this is repetitious. 

The CHarrmMan. Well, he said so. That is the reason I said that. 

Mr. Bissetu. I can make it very brief, sir. 

The CuatrMan. Go ahead and answer the question. 

Mr. Bisset, I believe it is indirectly entered into these figures, 
Senator Lodge, because the need to prevent and forestall a serious, 
continued inflation is one of the reasons that we believe that more 
European resources cannot be diverted from the production of con- 
sumer goods than we have allowed for here. 

Senator Loper. In other words, there is no chance whatever, is 
there, of the prices in Europe going down ? 

Mr. Bissexu. No, sir. 

Senator Loner. So in the light of the possible inflation, at least, 
it might be a little skimpy, is that correct? 

Mr. Bissetu. That is correct, sir. 


CHANGING NATURE OF DOLLAR GAP 


Senator Loner. What is the relation of the new program with its 
military emphasis to the idea of closing the dollar gap? Are you still 
wedded to the idea of Closing the dollar gap? 

Mr. Bissetx. Senator, the dollar gap, as it existed, say, a year ago, 


measured the amount by which the Europeans could not find markets 
abroad for enough of their exports at the prices at which they could 
sell them to pay their own way in the world. 

In these figures we are still dealing with a dollar gap, but it meas- 
ures something completely different from that. It measures the 
amount by which the Europeans cannot produce enough marketable 
goods to sell abroad and are unable to produce those by reason of the 
demands of rearmament. 
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If I may make that concrete with an example, in the last few months 
the Europeans have done very well with their exports, particularly 
to this country. If you will look at the composition, you will find 
they are selling us steel; they are selling us products that have non- 
ferrous metals in them; they are selling us machinery, equipment, and 
hard goods. Those European exports are going to largely disappear 
in the months immediately ahead because all of the industries produc- 
ing items of that kind are going to feel the impact of rearmament in 
Europe itself. That is the clearest kind of ex xample that I can give 
of the change in the nature of what is called the dollar gap. 

The dollar gap problem has always been talked about, I think, by 
witnesses and in the public press as the problem of earning dollars. 
That problem has largely ceased to exist. There are very few of 
these countries—Greece, yes; Austria, yes—but with the few excep- 
tions I mentioned this morning, these countries could earn enough 
dollars to be independent of any economic aid from us if they could 

get plenty of raw materials and if they could use their industry to 
produce for export instead of producing for their military program. 

Senator Loner. Were it not for the artificial demands imposed by the 
military program, the dollar gap would be pretty well closed in most 
of these countries ? 

Mr. Bisseit. That is correct. 

Senator Loner. As it is, they have to go out and import things for 
the military program which increases the need for hard money by 
just that much. Is that right? 

Mr. Bissevi. That is exactly right, sir. 


PROGRESS ON INDUSTRIAL SPECIALIZATION BETWEEN COUNTRIES 


Senator Lopce. What progress has been made in getting each Euro- 
pean country to specialize in the manufacture of those particular 
things which they can do best and discouraging them from trying to 
make every single article of military equipment for themselves ? 

Mr. Bissevi. Let me start on that. Mr. Perkins, or General Scott 
may want to add to what I have said. I think the answer is in a word 
that to date very little progress has been made—I mean actually ac- 
complished progress to date—has really been in the form of the 
British trying to buy some military items on the continent and per- 
haps the French doing a little outside of France. 

However, we are proposing in the weeks immediately ahead to take 
two sets of measures designed to deal with the problem you have 
outlined. 

First of all, we expect to use some of the funds that are in this 
legislation for military end items to be produced there and then 
transferred and turned over to the European governments in place of 
military items they would otherwise be getting under this program 
from the United States. 

In the second place, we hope to be able to arrange for the European 
countries to use some of their counterpart funds to purchase items not 
within simply their national military procurement programs, but to 
purchase items in accordance with procurement programs developed 
for the whole group of countries by the Defense Production Board. 

Briefly, there are two kinds of purchases: Purchases financed out of 
some of the end item funds proposed in this legislation and purchases 
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financed out of European counterpart funds which we hope will be 
made at the direction of the Defense Production Board and made in 
such a way as to carry out military procuremnt and production pro- 
grams that have been developed for the whole range of European 
requirements. 

Senator Loner. You are going to encourage their using counter- 
part funds for that? 

Mr. Bissett. As soon as we can do so. 


ECONOMIC AID FOR RECOVERY AND FOR MILITARY PRODUCTION 


Senator Loner. How much of the economic aid for Europe is going 
to be used for activities predominantly military and how much pre- 
dominantly for economic or commercial ? 

Mr. Bisset. The best answer I can give to that is the one I made 
this morning, that in the absence of the military eae above the 
levels of last year, I believe we would need some $670,000,000. 

Taking account of the compression of recovery activities in all of 
these countries and this added burden accounts for the difference. 

Senator Lover. If we put $1.6 billion in France and she increases 
war goods by $900,000,000, what happens to the other $700,000,000 ¢ 
Does that go to increase the standard of living? 

Mr. Bisserx. The increase in the amount going into consumption, 
Senator, is approximately $600,000,000. 

Could I say, sir, this is not a sum that we are putting into France. 
That is the increase in the French gross national product, the figure 
of $1,600,000,000. 

Senator Lopez. Thank you. 

The CHairman. Senator Knowland. 


AMOUNT AND USE OF COUNTERPART FUNDS 


Senator KnownLanp. What are the total counterpart funds now 
available in Europe? 

Mr. Bissetx. At the end of June, according to the latest figures I 
have had, there are $1,400,000,000 worth of counterpart funds that 
are not actually withdrawn from the special bank accounts where 
they are deposited, or spent, or firmly obligated. 

I do not have an exact figure, but my guess is that half or nearly 
half is tentatively obligated for programs that are now under discus- 
sion with the governments in question, so I would guess we would 
come down to something on the general order of $700,000,000. 

Senator Knowxanp. Is it possible to make certain that the tentative 
obligations are not obligated until we can work out a policy as far as 
this Government is concerned, rather than have the Congress presented 
with a fait accompli that $700,000,000 in counterpart ‘funds have al- 
ready been obligated ? 

Should we not wait on any further commitments until this Congress 
sets a policy for the country ? 

Mr. Bisseun. Yes, Senator Knowland, I think we should do that. 
1 would like to make this clear, sir. You understand, these are counter- 
part funds accumulated from previous years’ appropriations and you, 
of course, understand that in most cases, even these that I have re- 
ferred to as tentative commitments, grow out of discussions that began 
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many, many months ago and we are proposing to hold up the discus- 
sion of new uses of counterpart, or new programs, pending the action 
of Congress, and a review of the whole situation on our part as well, 
sir. 

Senator Knowtanp. I do recall a year ago when Senator Lodge and 
some of the rest of us proposed that more of the counterpart funds 
might be used for the defense end of it, that that was resisted by the 
ECA at that time. 

Mr. Bissexii. That is correct, sir. 

Senator Know .anp. I just hope before any further commitments 
are made that the thing is held in status quo until we can determine 
a policy. 

Now, can you give this committee a break-down for the record show- 
ing how much of these counterpart funds there are in each of the 
countries ? 

Mr. Bisse.u. Yes, indeed, I can. I do not have that directly before 
me, but I can give you that, and the status of all of those. 

Senator Knownanp. Will you give us that ? 

(The information requested is as follows:) 


COMMITMENT OF BALANCES AVAILABLE IN Loca CuRRENCY (95 PERCENT) 
COUNTERPART ACCOUNT AS OF JUNE 30, 1951 


The attached table gives a break-down by countries of the deposits, with- 
drawals, and available balances in the 95-percent local currency counterpart 
account as of June 30,1951. It indicates that as of that date a total of approxi- 
mately $1.5 billion of local currency counterpart of ECA assistance had not yet 
been withdrawn. Approximately half of this total, however, had been committed 
for various purposes by agreement between the United tates Government and 
individual participating countries. 

The nature of the commitments which have been entered into with regard to 
the disposition of counterpart funds varies considerably as between countries. 
In the case of some countries an agreement was reached at the beginning of the 
fiscal year 1950-51 as to the disposition of all counterpart accruals from the 
1950-51 aid program. The agreement therefore covers not only counterpart 
actually accrued as of June 30, 1951, but also future counterpart deposits which 
will be called for when the balance of the 1950-51 ECA aid funds which have 
been obligated but not yet spent will actually be disbursed. As of June 30, 1951, 
the total of 1950-51 aid funds which had not yet been disbursed amounted to 
$1.2 billion. Of this total more than half is covered by the commitments referred 
to above. 

In some cases these commitments refer only to broad categories of expenditure 
and allow some flexibility within each category for subsequent agreement as 
te the specific projects to be financed, provided that the distribution of expendi- 
tures between broad categories is not altered. Within these limits there is room 
for change in emphasis in the use of counterpart. 

In some countries periodic agreement is reached between the United States 
and the participating country as to the utilization of counterpart which has 
actually accrued. The actual withdrawals conform to the financing pattern of 
the projects agreed upon. The present status by country of commitments with 
oe to the counterpart balances available as of June 30, 1951, is summarized 

ow: 

Austria.—The balance of counterpart deposits for which approval for release 
has not already been granted is $146 million. Of this amount, $32 million will 
be needed to complete the 1951 counterpart program which has been approved in 
general by ECA subject to later consideration as to the specific projects to be 
financed under the final quarterly release. 

Belgium.—Approximately $28 million of counterpart equivalent to the balance 
of the undisbursed 1950-51 aid remains to be deposited. No commitment has 
been made as to the specific purposes for which this amount is to be utilized 
but there is a general understanding that it will be utilized to finance projects 
which will assist in expanding Belgian productive capacity. 
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Denmark.—No proposals have been put forward by the Danish Government 
for the utilization of the available balance, and no commitments have been made 
by the United States. 

France.—ECA has given approval to the utilization of counterpart accruals 
for financing a general program of capital investment in France (the so-called 
Monnet plan). The agreement applies to all counterpart funds of the 1950-51 aid 
program, a large portion of which still remains to be deposited. 

Germany.—All counterpart funds available on June 30, 1951, and the local 
eurrency counterpart for the 1950-51 aid which still remains to be deposited 
have been committed for specific purposes, with the exception of a reserve fund 
amounting roughly to 425 million deutschemarks. Negotiations between the 
German Government and HICOG regarding use of this reserve were broken off 
by HICOG pending complete implementation by the Germans of the coal and 
steel industry reorganization contemplated under the AHC Law 27. 

Greece.—No formal commitment has been made with regard to the available 
balance and anticipated future deposits. It has been the policy of ECA to 
consider local currency counterpart deposits primarily as an offset to the infla- 
tionary pressures engendered by the Government’s budget deficit and releases 
have been considered in the light of this objective. It is expected that releases 
during the current fiscal year will be limited to less than $100 million. 

Iceland.—Although the available balance is uncommitted, it is expected that it 
will be used in part to finance investment projects to which ECA has already 
given its approval. 

Ireland.—No commitments have been made with regard to the available bal- 
ance. 

Italy.—An agreement was reached at the beginning of the fiscal year between 
the United States and the Italian Government on the specific types of projects 
for which counterpart accruing from the anticipated 1950-51 aid program would 
be utilized. The actual withdrawals depend upon the rate of completion of 
the particular project eligible for counterpart financing. The agreement at the 
beginning of the fiscal year did not cover a subsequent increase in aid of approxi- 
mately 50 million. The counterpart equivalent of this amount which still remains 
to be deposited has not yet been committed. 

Netherlands.—Of the balance available on June 30, 1951, 33 million have been 
committed for release as part of the counterpart program for calendar 1950. 
Additional proposed withdrawals of $35 million are now under consideration by 
ECA. The substantial balance remains uncommitted, pending submission by the 
Dutch Government of a counterpart investment program which would reflect 
more closely the need for expenditures related to the defense effort. 

Norway.—Past counterpart releases have been used for retirement of the 
“occupation account” of the Bank of Norway. No commitments have been made 
with regard to the available balance. However, ECA has indicated its general 
approval to a continued use of counterpart for this purpose, provided that the 
supplementary measures taken by the Norwegian Government to combat infla- 
tionary pressures appear satisfactory. 

Portugal.—A general agreement was reached last fall between the United 
States and the Portuguese Government for the release of counterpart in 1951 for 
industrial and agricultural projects. However, no commitment has been made 
with regard to a small amount of counterpart still to be deposited. 

Turkey.—The United States has agreed to the utilization of counterpart for 
financing economic development programs and certain high-priority military 
programs. This agreement applies not only to the balance available on June 30, 
1951, but includes counterpart still to be deposited as the balance of the 1950-51 
aid program is being disbursed. 

United Kingdom.—The United States has agreed to the utilization of the 
counterpart accruing from the 1950-51 aid program for debt retirement as the 
most effective way to help control the inflationary pressure created by the British 
defense program. 
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Status of Puropean local currency (95 percent) counterpart account as of Jun 
$0, 1951 


[Dollar equivalents of the local currency, 





in millions of dollars] 


Publie Law 472 


Adjusted dol- 
lar equiva- 
lents of de- | Withdrawals 

posits ' 95 per- 

cent account 


A Vailable 
balances 










rotal. 


Austria f 7 
Belgium-Luxemburg 2.3 2.1 

Denmark 177.7 118.8 58 
France 1, 983.8 1, 065. 2 18. f 
Germany (Federal Republic) 930. 6 841.5 x9 
Greece 596. 0 311.5 284 
Iceland - - 10. 6 9 9. 7 
Ireland 6.6 (2 6.6 
Italy 743.9 457.9 | 286. 0 
Netherlands - - 678. 5 270.9 407. ¢ 
Norway 804.7 200. 9 103.8 
Portugal ; 16.7 13.9 | 2.8 
Trieste 28.3 26. 1 2. 2 
Turkey 67.9 34.2 33. 7 
United Kingdom. -. 1, 673.9 1, 646.8 27.1 


| 








In order to provide comparability between the dollar equivalents of deposits and withdrawals, all dollar 
equivalents are Computed at the conversion rates in effect at the time of withdrawal 
> Less than $50,000 


BUDGETS OF NATO COUNTRIES 





Senator Know.anp. I would also like to get for the record the 
total budget of each of the NATO countries. 

Mr. Bussey. Yes, sir. 

Senator KNowLanp. The total amounts in the budgets for national 
defense. The total estimated revenues of each of the countries, show- 
ing either a budget surplus or deficit, as the case may be, against 
expenditures, and the total national debt in each of the NATO 
countries. 

Mr. Bissett. We can supply that, sir. I can give you all the figures 
other than the national debt figure. I can give them to you for any 
particular country this afternoon and I will supply them for the 
record for the whole list of countries. 

Senator Know.anp. I believe we should approach this with an 
open mind, but I believe self-preservation is the first law of nature 
and the primary responsibility for defense must rest upon each of 
these nations. 

You have given some figures earlier in the day, but I would like 
some specific “figures, per country, so we can compare them with the 
budgetary situation in the United States. 

Mr. Bisseii. Yes, sir. As I say, I can review several of those now 
if you wish to take the time at this point, Senator Knowland, but I 
w ill submit the whole series to you, as you have requested. 

Senator Knowianp. That will be satisfactory. 

(The following information and additional classified information 
was received by the committee :) 
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GENERAL NOTE FOR TABLES I-V 


The attached tables present the tax receipts and gross debt outstanding of the 
general fund of the central government expressed in United States dollars (tota! 
amounts and per capita), and as a percentage of the national income at factor 
cost. For these tabulations the most recent available data have been used. 

The conversion rates used in almost all cases are those presently considere 
the official rates and are shown in the last column of the table. Conversion into 
dollars usually distorts the comparison of the per capita data between various 
countries because of differences in purchasing power. In addition, for many 
countries transactions are conducted at a variety of rates and the choice of the 
official rate for converting national units to dollars is somewhat arbitrary. To 
show the effort more realistically, the debt and tax receipts as a percentage of 
national income have been added. 

The quality of the data varies from country to country. In general, it may 
be emphasized that the data for Europe have been collected by ECA through 
its missions on a uniform basis, using common definitions and classification 
systems. 

Wherever possible, columns were added showing the tax receipts of all levels 
of governments and the insurance agencies in order to show the over-all tax 
burden. Data on tax receipts or per capita tax receipts of the central goy 
ernment alone are not indicative of the tax burden in the various countries since 
the functional and financial responsibilities of the central and local govern- 
ments differ widely between countries. 

For all the other countries, data had to be gathered from a variety of sources 
and those data represent frequently rough estimates, especially with regard to 
national income and population. It should be pointed out that the data are more 


of the character of a guide for the magnitude rather than an exact measure of 
them. 
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Senator Knowianp. And earlier in the day I asked for the per- 
centages that they were putting into their military establishment. 

Mr. Bisseiu. The percentage of their budgets, sir? 

Senator Knowianp. That’s right. I want the actual budget figures 
and also the projected for this year and the projected for the next 
fiscal year. 

Mr. Bissexy. Yes, sir. I also have the debt figures here, Senator, 
so all of this will be completely available. 

Senator Knowranp. Do you have the figures that I can be merely 
looking at during the next questioning ? : 

Mr. Bisseiy. These are merely the national debt figures, Senator 
Knowland. 

Senator Knowianp. That is all, Mr. Chairman. 

The Cuarrman. Thank you very much. 

Senator Fulbright? (Absent.) 

Senator Hunt? (Absent.) 

Senator Tobey? (Absent.) 

Senator Cain? (Absent.) 

Senator Sparkman ? 

Senator Sparkman. No questions. 

The Cuarrman. Senator Stennis? 

Senator Stennis. Mr, Chairman, I just have one or two questions. 


EUROPE’S CONTRIBUTION 





I didn’t get your figures this morning, if you gave any, as to the 
European contribution, or their part in this figure that offsets our 
$5,295,000,000. Did you give those figures? 

Mr. Brsseiy. The figure I gave, or the two figures I gave, sir, were 
for the total military expenditures out of their own budgets—and the 
exact figures—were for the fiscal year just ended $7,572,000,000. 
{ Deleted. ] 

Senator Stennis. Do you have a partial commital on the future? 

Mr. Bisseii. Senator, that varies a great deal from country to 
country. I don’t think there is any country where we have a com- 
mitment that carries all the way through, because for the most part 
their fiscal years do not coincide with ours. 

Senator Stennis. But that is your expectation? Could you put it 
that way? 

Mr. Bisseri. This is our appraisal of what the Europeans could 
achieve, Senator, without overstraining their own resources from the 
standpoint of the United States interest in their stability. 

I think I have to say, in all honesty, that I think this figure is in 
a sense on the optimistic side. I think they will be doing very well 
if they reach this total. 

Senator Stennis. While you are on that point, I came in when 
you were on this next point. You were saying that we should, in 
your opinion, give this additional $1,675,000,000 in aid other than 
direct military in order to keep their applecart from being upset and 
preventing them from being able to carry on their portion of the 
military load. Is that correct? 

Mr. Bissetx. That is correct. 

oe Stennis. That is the theme of your figures, if I under- 
stand it. 
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Mr. Bisseiy. That is correct. 

Senator Stennis. Frankly, you seem to have a very fine knowledge 
of many of these points from an over-all viewpoint. Have you fol- 
lowed this all the way through and worked this out, and were you 
in on it while it was being wor ked out ? 

Mr. Bisset. I have been quite close to the preparation of all these 
estimates, Senator, on the economic side; yes, sir. And, Senator, 
could I just make one amendment to your point ? 












AID CONDITIONAL ON SELF-HELP IN EUROPE 





I want to make it very clear that it is not our philosophy that we 
ought to provide—we, the United States Government, ought to pro- 
» vide—this amount of economic aid just on hope, or just because it will 
| make it possible for these countries to do what we think they could do 
and should do. I want to make it very clear that we propose and 
|  expect—by we, I mean the executive branch, now—that any aid that 
» is provided, and more particularly any economic aid that is pro- 
) ~—_— vided, is going to be conditional upon ‘performance by the country 
© that we regard as adequate. 

Now I do not mean by that that if a country’s military budget is 
' 3 percent short or 5 percent short, necessarily, of these figures, that 
that will automatically, or should, lead to a judgment that its whole 
© performance is inadequi ite and it should receive no aid whatsoever. 
I do mean very specifically that if, as the next 2 or 3 months go by, and 
we see exactly what the budgets of these countries are, what they are 
= producing for themselves, how rapidly they are raising troops—if we 
C find in the « vase of a country that it is doing significantly less than we 
> have here outlined, and there has not been some major and unfore- 
' seeable change in circumstances, we would then propose that it should 
"receive less aid than here indicated, or if the short fall were a large 
one, none at all. 

So that I think that in a certain sense it could be said that it is our 
view that any and all economic support that is given in this current 
fiscal year to these countries should be condition: 1, and conditional on 
performance in all of these respects: raising of forces, their own 
military production, and above all their own economic contribution 
out of their own budgets. 


































AID SHOULD COMPLEMENT EACH OTHER 





ECONOMIC AND MILITARY 








Senator Stennis. When General Collins indicated that he thought 
3 there should be a tie-in there between the military and the economic 
aid, I noticed that you apparently nodded assent. Was that correct? 
Mr. Bissetx. That is correct. 
Senator Srennis. Do you think there should be the tie-in that he 
indicated ? 
Mr. Bissenn. Precisely the tie-in he indicated; and as a matter of 
fact, Senator, I think that in fact that has been true for the past 6 
Be months. 
E I will give one example to the committee. About the beginning of 
this calendar year, following conferences in Washington last fall 
with senior members of the French Government, we reached the 
decision that there should be no further economic aid of a pure 
Marshall-plan variety to France, and for the whole second half 
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of the fiscal year just ended the amount of aid to be provided 
to France was determined as a result of a very long and full 
negotiation conducted by the State Department and representatives 
of the Defense Department as well as of ECA, and in that negotiation 
we discussed with the French the types of military items they were 
producing, the size of their military budget, the policies they were 
following to try to counter inflation in France, and it was really in 
consideration of a negotiation, and successful negotiation, with them 
on this whole set of policies that a decision was made to grant aid in the 
second half of the year. So I think that tie-in already is established. 

Senator Srennis. Is it reflected in this bill that is before us now? 

Mr. Bissety. I was speaking in particular of the amount of aid pro- 
vided in the second half of the old fiscal year. The figures are here, 
but that does not directly affect the amounts in this legislation. 

Senator Srennis. Pardon me; I hadn't the pleasure of meeting 
you. You are with the ECA? 

Mr. Bisseti. That is correct, Senator Stennis. 

Senator Stennis. And you are an economist ? 

Mr. Bissevi. I am the Deputy Administrator of ECA, sir. 

Senator Stennis. Thank you very much. 

Thank you, Mr. Chairman. 

The CuarrmMan. Senator Gillette. 

Senator Gitterre. Just a couple of brief questions of Secretary 
Perkins, Mr. Chairman. 

















































































GOALS OF THE PROGRAM 


Mr. Secretary, you spoke of the target period of (deleted) that had 
been determined on. What is to be accomplished by that target 
period? What is the goal? 

Mr. Perkins. That is the target period for the (deleted) defense 
plan, which we worked out with the other members of the North 
Atlantic Treaty. 

Senator Gitterre. Were their forces to be built up by that time? 

Mr. Perkins. Forces to be built up and equipped, and supplies to 
be on hand, and a general state of preparedness. 

Senator GiILtLerre. Forces sufficient for what ? 

Mr. Perkins. Sufficient first of all to deter attack, and secondly to 
resist it successfully if it occurs. 

Senator Gittettre. Briefly, then, the determination was that by that 
target period, if the plans were carried out, we would be able to 
mobilize and have available a force sufficient that might act as a 
deterrent ? 

Mr. Perkins. That is right. 






















































REVISION OF ORIGINAL ESTIMATES 


Senator GitLerre. My second question is: You also spoke, I bekieve, 
in your testimony this morning, that in the estimate of the equip- 
ment and the goods that would be needed, there was a revision made 
necessary because of the increased cost that later times showed was 
necessary for the purchase of those goods. 

Mr. Perkins. The revision downward was made because of avail- 
ability of resources, which came in two categories, of which one is our 
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own ability to produce military end items. Our capacity on that is 
limited. The other is the natural resources, the raw materials which 
Mr. Bissell has been referring to in his testimony. Those two factors 
reduced the estimates that were originally prepared below the amounts 
originally submitted. 

Senator Gitterre. I made the notation here that I believed you 
said that the revision was made necessary because of the increased 


' cost in producing the goods that you needed. 
E Mr. Perkins. That was not what I intended, sir. 
: Senator Gitterre. Then perhaps I misunderstood you. And I was 


going to inquire with reference to that. But you didn’t refer to that 
factor, or you had no intention of referring to that factor? 
Mr. Perkins. No, sir. 
Senator Gittetrer. That is all, Mr. Chairman. 
The CHatRMAN. Senator Flanders is not here. 
; Senator Brewster / 
; Senator Brewster. Mr. Bissell, you didn’t give me that all cur- 


E rencies figure. You were going to this morning. 

. Mr. Bissett. No, sir. I believe that was for France, wasn’t it ? 
< Senator SaLronsTaLL. What was the question / 

Es Senator Brewster. The question of all currencies imports. 




















FIGURES ON FRANCE’S ECONOMIC POSITION 
BY Mr. Bisset... Imports in the previous year, $2,445,000,000 rising to 
Be 2,735,000,000. Payments for services, $638,000,000, rising to $70T,- 
F 000,000. Exports, $2,430,000,000 rising to $2,458,000,000. Receipts 
3 for services, $655.000,000, rising to $668,000,000. 
z Senator Brewster. What does that give you for a deficit ? 
E Mr. Bisset. There is one more item to be added, sir, which is the 
FS net position of the overseas dependencies, and there, in 1950-51, that 
E 


a was a deficit of $60,000,000, which is the same figure I gave you as their 
dollar deficit. In other words, all of their deficit was a dollar deficit. 

"i In 1951-52 we expect the total in all currencies, the deficit, to rise 
F to $102,000,000. 

. Taking those into account, the net balance was a deficit of $58,000,000 
only in the old fiscal year, and a deficit of $418,000,000 in the new 
fiscal year, measured in ‘all currencies. 

5 As you will see, sir, the deficit in all currencies of $418,000,000 is 
a little smaller than the dollar part alone, which means simply that 
in France’s nondollar trade it will have a small over-all surplus. 


E Senator Brewster. The dollar deficit you showed as $373,000,000, 
: which is somewhat less than the $418,000,000. 
Be Mr. Bissetx. I’m sorry; I was comparing a different figure. The 


figure you have is correct, after allowing for United States dollar 
expenditures in France. 













FUTURE INCREASE IN PRODUCTIVITY IN EUROPE 










; Senator Brewster. I would like to ask Mr. Perkins a little more 
9 about. this $100,000,000,000 increase in Europe’s gross national product, 
E and 50-percent increase in European stand: rds, What was the pur- 
pose of bringing that into this particular situation, Mr. Perkins? 

Mr. Perxtns. Mr. Bissell made that statement. 
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Senator Brewster. Mr. Foster outlined it to us yesterday. He said: 


Last February, in Paris, I outlined to the Organization for European Economic 
Cooperation a plan for increasing Europe’s gross national product by $100 
billions * * * This would result, according to our estimates, and after the 


defense build-up, in at least a 50-percent improvement in European living 
standards. 








I am concerned as to whether or not that will arouse some confusion, 
and I wondered if you can clarify it a little more for us. He calls it the 
Grand Design—capitalized. 

Mr. Bisseix. Senator Brewster, I am Mr. Foster’s deputy, and 
perhaps you would prefer to have me answer that. 

Senator Brewster. I would like to know if Mr. Perkins knows 
about it. 

Mr. Perkins. I do know about it. What Mr. Foster has in mind, 
and which ECA is working on, and which we thoroughly support, 
which is getting further production out of European facilities and 
larger productivity out of those facilities, and the objective they have 
set for themselves is this objective of $100,000,000,000, That is a long- 
term objective; that is nothing that can be done in a short term. 

Senator Brewsrer. Does it have any impact on this program of 
the $8,000,000,000¢ How are the two related? What was the pur- 
pose of bringing that into this program, unless it is related ¢ 

Mr. Perkins. I think the significance is that as you increase the 
productivity of the European economy, you enable them to carry a 
greater share of the defense load, which has to be borne in Europe. 
All of this, of course, would not be effective, nor would it be neces- 
sary to be effective, to enable them to carry a larger proportion of 
the defense load in Europe. Even a beginning of it would be help- 
ful, and of course that is one of the factors, again, in maintaining the 
economies of these European countries. If we can maintain those 
and increase the strengths of those economies, the shorter is the period 
of time that we will have to give them assistance. 

Senator Brewster. Is it or is it not true that the $8 billion program 
takes into account the possibility of the 50-percent increase in Euro- 
pean living standards? 

Mr. Perkins. Not at this time, Senator, because this is an ultimate 
goal a good many years in the future. 

Senator Brewster. Do I understand that we are supposed to in any 
way involve ourselves with underwriting that ? 

Mr. Perrys. I think in a minor way I suppose the answer is “Yes,” 
just as ECA has throughout its life endeavored to build up produc- 
tivity of European industry, and that has been a successful effort. The 
productivity has increased. This is simply a continuation of that, but 
the need of assistance in this effort decreases again as the effort is 
successful. 

























RELATIONSHIP OF PRESENT AID TO LONG-RANGE PRODUCTIVITY DRIVE 








Senator Brewster. Of course, what I always understood, we were 
trying to restore the economy of Europe ravaged by war, and you 
now tell us that it is 9 percent above in agricultural production; 
England is 42 percent above, I believe, and the industrial production 
is 44 percent above. 

Now, it would seem to the average American as though from the 
economic end we had done a pretty good job for them, and we take 
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oreat credit. Now we have this defense angle, where we want to have 
them also cooperate with us in helping out, and we want to do what 
js necessary in order to get the defense establishment. But to bring 
into this picture a $100 billion increase in production and 50-percent 
inerease in living standards seems to me to bring about a danger of 

confusing many in the minds of the American people. As I under- 

stand it, you say a part of this $8 billion is for building a foundation 

for that future. I query whether the American people in the present 

state of their economy and their tax bills and all would feel as though 

that is part of the program to resist Communist aggression. 

‘Mr. Pergins. Well, it is only a part in that you maintain the 

economies of Europe during this rearmament period so that they can 

go on, instead of going backward. I think it might be useful if Mr. 

Bissell commented on this, because this comes from their end of the 

Government rather than ours. 

Mr. Bissett. Senator Brewster, I think the answer to your ques- 
tion, whether we should underwrite this or not, is definitely “No.” 

Senator Brewster. Mr. Perkins said “Yes.” 

Mr. Perxrns. I said in very minor part. 

Mr. Bisseti. May I follow that up? There is a minor way in 
which I would favor doing something about it for the next couple of 
years. In this figure before you, this total of $1,675,000,000, there is 
a total of $20,000,000 for technical assistance to all of Europe. About 
the only funds that will be spent directly and exclusively for this 
purpose are some part of those technical assistance funds. 

Now, the reason that Mr. Foster concerned himself with this possi- 
bility of a huge increase in production and standard of living over 
the long run, at this time, is the following: First, in building up cer- 
tain basic parts of the French industrial plant—steel, ports, transpor- 
tation, things that are war-supporting or military-supporting activ- 
ities, and that have to be done at this time, we will in some measure 
be laying a foundation for the future. But our purpose, as I illus- 
trated with my railroad electrification example this morning, is to 
urge the French at least to postpone to the future any of this invest- 
ment even in basic facilities that isn’t needed for the military build-up. 

The second point : it is our belief, sir, that a great deal can be accom- 
plished in the next 10 years in Europe without heavy capital invest- 
ment, by improvements in technique, by improvements in plant lay- 
out, by better management in certain cases; by limited use of new 
kinds of facilities; and we propose to make a very major drive, espe- 
cially im the next year, on those methods of increasing production 
that don’t call for heavy capital investment, because neither the 
French nor we can afford to support heavy capital investment. And 
really, this figure that Mr. Foster quoted, I think could best be de- 
scribed this way: If the French can maintain a reasonable and re- 
duced rate of capital investment throughout the rearmament period 
and then extend it again afterward, if they vigorously make an effort 
to introduce new and improved methods of production, then we be- 
lieve that over the next 10 years this very large increase can come 
about. And our feeling is, Senator, that perhaps it comes ill from 
us here, but someone should be holding up to the French in particular, 
and to the Europeans in general, the view that is often held up to our 
citizens here by our own Government, and that is that after the sacri- 
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fices of this period of military build-up, there is a hope in the longer 
run for again starting to improve their standard of living. 

But I assure you, Senator, that we could abandon this goal ent irely, 
and the savings in cash in this bill would amount to a few million 
dollars of technic al assistance, and it might amount, although no one 
can guess it, to a very few million dollars in minor equipment that 
the French wouldn't otherwise import. So that it does not have any 
close connection, sir, with the magnitude of the requirement. 

Senator Brewster. I hope that the language will not induce them 
to feel that we ourselves, as I say, are in any measure underwriting it, 
As you know, there has been a great deal of bitterness develop in som 
countries over disillusionment as to what we were or were not going 
to do about things that were said. 


SOURCES OF CRITICAL RAW MATERIALS 


Only one other question I have about these supplies. 

General Collins, in your statement you referred to the securing of 
materials outside the country. The first item is chromium. Where 
does that come from ? 

General Cotiins. Let me check that list again, Senator. 

Most of the chromite comes from South Africa, Turkey; a small 
amount from the Philippines, from Rhodesia, and some from Cuba. 
The U.S. S. R. formerly was a major source, but now, by broadening 
out elsewhere, we have been able to free ourselves to a considerable 
extent from any dependence upon the Soviet for chromite. 

Senator Brewster. Manganese ? 

General Cotiins. The manganese comes from India, the Union of 
South Africa, the Gold Coast in Africa, and Brazil. Again, formerly 
Russia was one of our principal sources of that, and by | going around 
we have been able to develop it in other places. 

Senator Brewster. How far has the Army gone in developing 
domestic sources of supply ? 

General Coiiins. When I said “we” I did not mean the Army.. I 
meant the entire Government. We operate through the Munitions 
Board for things of this character, and the Army makes only a part 
of the effort that is involved. 

Senator Brewster. And nickel? 

General Cottins. Nickel mostly comes from Canada and from Nor- 
way. 

Senator Brewster. And tin? 

General Coriins. Tin from Malaya, Bolivia, United Kingdom, 
Belgium, Netherlands, some little from Indonesia. 

Senator Brewster. Bauxite? 


General Couns. Bauxite? From Surinam in Dutch Guiana. to 


a considerable extent; from British Guiana, and also from Indonesia. 

Senator Brewster. And copper? 

General Cotiins. Copper that we import, only, comes from Chile, 
Canada, Northern Rhodesia. Mexico, and Japan. 

Senator Brewster. And what is your estimate, General, now, of 
the prospects of any early difficulty ? 

General Cotiins. My own personal estimate ? 

Senator Brewster. Yes. 
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General Cotirns. I do not believe, but this is sheer speculation, 
Senator Brewster 

Senator Brewster. You will not be held responsible. 

General Coiuins. It is a very dangerous thing, frankly, for any 
military man to spec ulate in this fashion. We in the military serv- 
ice, in Our OWn estimates, really refuse to do it. But what we con- 
stantly base our plans on is the potential-enemy’s capacity, not the 
likelihood of whether he is going to do it or not do it. 

[ Deleted. | 

Senator Loner. I wanted to ask General Collins one question about 
the $5,200,000,000, which I am strongly in favor of. I think General 
Gruenther made an absolutely overwhelming case for the $5,200,- 
000,600 in Paris a week ago last Sunday. 


NEED FOR PROGRAM JUSTIFICATIONS THAT CAN BE MADE PUBLIC 


As you know, I have considered right along that we have not gone 
far enough fast enough. I think last summer a major miscalculation 
was made, after Korea, when there was a mood of dedication and 
resolution here in this country and we could have regained the initia- 
tive, and we decided to limp along at half speed, and now we are 
doing 20 percent of half speed. You aren’t responsible for that. 
That transcends the military sphere. 

But I am thinking about the Member of the Senate who is not as 
strongly in favor of the $5,200,000,000 as I am, and who is going to 
ask me, “Why shouldn’t it be $5.1 billion or $5.3 billion ‘ How do 
you know it ought to be $5.2 billion?’ 

So I want to ask you whether, in your considerations of military 
secrecy and security, you can put a list into the record of all the tanks 
and guns and so on that this $5.2 billion represents. Would military 
security prohibit you from doing that / 

General Cotiins. I would be very loath to do it, Senator; very 
loath, indeed, because once again that would be handing intelligence 
on a silver platter with the confirmation of the people from whom 
it comes. 

Senator Loner. That is what I thought you would say, and I quite 
understand your answer. How much can you give in the way of 
detail as to how that total was reached, in order to satisfy the very 
legitimate national and natural desires of Members of the Senate 
to be sure they are voting for a figure that is a sensible figure? What 
can you give us in the way of detail that won’t prejudice security ‘ 

General Coins. I can answer it in some little amplification of my 
statement as to procedure. I would like, with your permission, to 
review this thing with the intelligence people and see to what extent 
we could go with some further detail. 

(See pp. 270-274 for charts subsequently furnished. ) 


HOW TOTAL WAS ARRIVED AT 


The thing I do want to assure you of is that, first of all, we have in 
each of these countries involved a military mission, headed not by— 
we have tried to pick out able people. T have personally talked to 
them. They are there to see what is going on in these armies. They 
know what the local condition is. They are also tied in with the 
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representatives of ECA under the leadership of an Ambassador for 
each country, so that part is tied together. 

They are coordinated by General Kibler and his organization. (Gen. 
eral Kibler is an extremely able man. He used to be in our War 
Plans Division here, and he is also thoroughly familiar with the 
defense plans. 

The Chairman. He will be here tomorrow. 

General Cotitins. Gruenther will be here tomorrow. 

Senator Smitu of New Jersey. Kibler is Thursday. 

General Coturns. He is the man, then, that checks it out there jn 
the field. General Handy, who is our senior commander in Europe, 
has a responsibility in it also, and finally their recommendations 
are sent in here to the Joint Chiefs of Staff office. There they are 
screened by one of the agencies of the Joint Chiefs of Staff, very care- 
fully screened by it. 

This committee makes a recommendation to the Joint Chiefs of 
Staff, and we personally go into it. In preparation for this I per- 
sonally had at least one briefing in my office, and if I remember rightly 
two or three, prior to the time that I went to the Joint Chiefs of Staff 
meeting, where we then sat down with General Bradley, Admiral 
Sherman, General Vandenberg, and myself, and thrashed these mat- 
ters out. 

We made cuts. We personally made cuts. So that by the time you 
got through with that process, when we recommended that the alloca- 
tions ought to be to the Secretary of Defense for inclusion in this 
program, you have had a military screening of this beginning right in 
the country itself, and the whole thing being checked against the 


strategic plans which must be the basis for any such program. 


“POSSIBLE EFFECT OF A CUT IN THE AMOUNT 


Senator Loner. Is it true, General, that these figures, in the case 
of each country, as based on understandings that have been reached 
with that country as to what that country will do? 

General Cotuins. Yes, sir; that is the case. 

Seantor Lopcr. Therefore, is it true that if this amount was re- 
duced, it would have the effect of upsetting the schedules that these 
countries have agreed to, thereby retarding their effort? 

General Couns. Yes, sir; it would. It would retard their effort 
both physically, in coordination with what their offn effort would be, 
and in my opinion it would have a very deleterious morale effect on 
these countries. 

Senator Loner. I am going to leave this matter of $5,200,000,000 
by saying I hope you will give us as much as you can for the record. 
We are going to be asked why. 

My second point relates to this matter of divisions. Isn’t it true 
that if you have six divisions isolated overseas, without corps troops, 
or Army troops or line of communication troops, it is the same thing as 
sending them into combat without rifles? It is tantamount to that. 
It is just as serious as that, isn’t it? 

General Cottrns. I beg your pardon, Senator; I didn’t hear your 
question because General Scott just handed me a chart showing quite 
in detail what this program would provide to the various countries. 
I just called his attention to the fact that it is a secret chart. 
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Senator Lover. We are public here. 
General Cotiins. I was quite sure this wouldn’t help you on the 
floor. 


NEED FOR SUPPORTING UNITS FOR A DIVISION 


Senator Loner. I will rephrase my question. Isn’t it true that if 
you send divisions overseas without corps troops and without Army 
troops it is just as serious a thing as sending them overseas wi ithout 
rifles or artillery ¢ 

General Coturns. Yes, it is, in the last analysis. I can assure you 
that these divisions couldn't possibly protect themselves and casualties 
would be tremendous if we didn’t give them the necessary back-up 
of corps and Army troops, and also the ver y vital and essential logis- 
tical back-up. 

Senator Loner. And therefore, General, isn’t it correct that if we 
were so negligent as to find ourselves with six American divisions 
overseas and no cor ps and Army troops, a very strong argument could 
be made for putting your American divisions into a French corps or 
British corps, in order to give them the support that they wouldn’t 
get any other way. 

General Cotirns. You would have to put them somewhere, with 
somebody, in order to get that support. 

Senator Smrru of New Jersey. Those figures include those troops? 

General Cotziins. Yes, sir. 

Senator Lopcr. When we had the argument on the Senate side about 
the four divisions I pointed out the fact that the language would 
prohibit the sending of corps troops, and I got some what adversely 
criticized for so doing, but the fact of the matter is that if you send 
divisions overseas with corps troops and Army troops, they have a 
much better chance of taking care of themselves and coming out alive 
than they would if you sent them over without them. 

General Cotuins. It is utterly and completely vital for the protec- 
tion of the lives of our men that we have a well-rounded force over 
there. We took for granted that the Congress had that in mind. 

Senator Lopag. Is it a military secret that you intend to set those 
divisions up intoa fieldarmy? Isthat a secret? 

General Cottins. It has been announced. 

I said this morning that while we have talked about six divisions, 
actually it is five divisions cote the ec: avalry unit, which is somewhat 
different. They will be under General Eddy’s command in the Sev- 
enth Army. We have already sent over one corps headquarters, and 
after the maneuvers in North Carolina another will go. 

Senator Loper. I am glad you did, and I am gi: ad you didn’t let 
the imperfect language of the troops-to-Europe resolution interfer 
with your doing that. 

Thank you. That is all. 

The CuarMan. Senator Knowland, do you have a question / 


AID TO SOUTHEAST ASIA AND THE FAR EAST 


Senator Know ann. General, can you supply, or perhaps have 
General Olmsted sonal to us, for the fiscal year ending June 30, 1951, 
what amounts have been allocated and what amounts have been de- 
livered to the Philippine Republic, Indonesia, Thailand, Indochina, 
the Republic of China on Formosa, Burma, and Malaya? 
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General Cotiins. I assume we can get that for you. 
Senator KNow.anp. That is both allocations and actual shipments, 
(Classified information was filed with the committee.) 





BREAKDOWN OF MILITARY AID TO EUROPE 













Senator Knowtanp. Could you also tell us, of this $5.2 billion 
smount for military aid, how much of it goes into plant and how much 
into the purchase of actual equipment, planes, tanks, guns, and so 
forth! That would give you at least part of the answer ‘that Senator 
Lodge has been see king. 

General Cotiins. It is all finished items. There is some training 
and some packing, but the bulk of it is in finished items. 

I would prefer for us to give that to you in appropriate form, 
rather than to trust my memory. 


(Classified information filed with the committee. See pp. 270-274 
for charts.) 

















NO INCREASE 





IN UNITED STATES DIVISLONS TO EUROPE CONTEMPLATED NOW 













Senator KNow.anp. One final question: Has there been a proposal 
under consideration ithe Pentagon relative to increasing the number 
of divisions from 6 to 134 

General Cotuins. There is no proposal for that effect in the Pen- 
tagon, Senator. Needless to say, we make plans for all sorts of con- 
tingencies. 










Senator Know.anp. I am not speaking about the contingency of 
war. Iam speaking about in a prewar situation. 

General Cotiins. There is no such proposal in the Pentagon. We 
have studied what we would do under varying conditions, don’t you 
see’ Now, remember that in the testimony before this committee I 
personally, and I have checked my testimony again, opposed the put- 







g 
ting of any limit on the number of divisions. I would still oppose 
such. But we had that out. 

Now, the point is, of course we are studying, and we constantly 
must study. If we didn’t you ought to can us. You ought to get 
another General Staff if we didn’t look ahead into what conditions 
might develop. 

We said at that time that there were no plans for an increase at 
that time based on the then current situation. If the world situation 
changes, then we should be prepared to increase the complement 
over there, but that would be under conditions which I assume we 
would discuss with you gentlemen. 

Senator KnowLanp. Then I merely ask one question so we are 
perfectly clear on this: There has been no proposal from General 
Eisenhower's headquarters that the number of divisions be increased 
from 6 to 134 

General Cotiins. There has not been; no, sir. 

Senator Witey. Just one question, Mr. Chairman. 
























OBLIGATION AND PAYMENT OF FUNDS BY DECEMBER 1952 

Of this $5.2 billion, do you expect to spend that for military matériel 
or equipment within the next 12 months and have it over there, or is 
it simply contracted for ? 
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General O_msrep. It will be contracted in the next 12 months, the 
funds obligated, and subject only to the reload lead time it will be 
— and our anticipation is that we will complete the delivery 
by December 31, 1952. 

Senator Witry. And by that time all payments should be made? 

General Otmsrep. Yes, sir. 

Senator Wixey. In other words, payment could be extended out 
over that period; is that right? 

General OLMSTED. Payments upon receipt from the supplier; yes. 
We anticipate receiving from the supplier prior to December 1952, the 
complete amount of our 1952 program. 

The CHairMANn. Does anybody else want to ask General Collins a 
question 
(Discussion was continued off the record.) 
Senator Svennis. Thank you very much, General. 








TOTAL AMOUNT FOR NEXT THREE FISCAL YEARS 








Now one other question with reference to the figures, this $5.293,- 
000,000, That is just for the current fiscal ye: me ends next June 30, 
as I understand it. Did you give figures, or tentative figures, for 
the fiseal year to follow the current fiscal year? I know this pro- 
gram doesn’t abruptly stop. Have there been any figures given by 
General Collins or Mr. Bissell ¢ 

General Cottins. Not by me, but I think someone quoted General 
Marshall as to what the figures might be in the next 2 years. 

Senator Smiru of New Jersey. The round figures given by Secre- 
tary Acheson and Secretary Marshall were 8 billion this year, 8 billion 
next, and 8 billion the next, making a total of $24 billion over-all for 
the total. 

Senator Hicken.oorer. I have just one question, if the general has 
time. This is in the nature of a hypothetical question. It presup- 
poses a great many things, but I think it is a matter of interest if you 
can answer it. 





OF PULLING OUT OF EUROPE NOW 





EFFECT 








Let’s assume that for whatever reasons exist we decided it was 
impractical or undesirable to continue with this European aid situ - 
tion in Europe and that we should pull out, in the main. How much 
over and above present contemplated expenditures would we have to 
make in this country annually in order to retain the security that we 
would get under the European combination? In other words, if we 
pulled out entirely on our own, to reach a comparable desired state 
of security for this country, with all the known facts at the present 
time, how much extra would we have to add to our budget for our 
own activities 

General Cotuins. Well, it would be sheer speculation for me to si 
how much. I am sure that we would have to add more than the $4 
billion which Senator Smith just outlined. 

The thing that I personally keep coming back to—and it is the thing 
that I tried to stress in my written testimony—is that the way I look 
at this MDAP program it is not designed from a military point of 
view to defend Germany or to defend France or the Netherlands. It 
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is designed to defend the United States, and I, as a military man, am 
interested in defending the United States as far away from the United 
States as I can get, because I feel convinced that if we don’t protect 
Europe, if we were to permit the overrunning of Europe and the loss 
of the industrial capacity of Europe, which exceeds what the Com- 
munists now have; if we would give them 200,000,000 more men, in- 
cluding many people of great skills and great military capacity also; 
if we would permit them to move their troops right up to the Pas ce 
Calais, opposite England, we would be in a terrible, terrible position 
in what would then in my opinion be the inevitable and unavoidable 
third world war. 

I would hate, as a military man, to start out with that condition 
facing me. 

Senator Hickentoorer. I understand the power of that argument, 
General. Iam not disputing it. But I think the dispute in this coun- 
try is not so much whether we should spend $8.5 billion a year on this 
European program—that, is the amount of $8.5 billion a year. The 
dispute which is really going on in this country is whether or not we 
should commit ourselves to this European situation, or whether we 
should withdraw and then be responsible for our own defense and our 
own future in what you might call an isolationist situation. 

[ Deleted. ] 

I understand the arguments. I understand that you favor the 
European cooperation situation. I favor the theory myself. I am 
not opposed to it. 
| Deleted. } 


REASONS FOR BREAK-UP OF NATIONAL GUARD DIVISIONS 


Senator SparKMAN. Senator Stennis and I have been hearing a lot 
from our citizens about the breaking up of the Thirty-first Division, 
breaking it down, not preserving its integrity. 

General Cottrns. It will take me 25 or 30 minutes to answer that. 
You are entitled to it. Ihave done it for some Members of the House 
and I will be very happy to do it for you two gentlemen. 

Senator SparKMAN. We have had some representatives over to talk 
to some of your people about it. We know the story, but it doesn’t 
satisfy the people down home. They say you are pirating and break- 
ing these people away. They went into a National Guard outfit with 
the idea that they were going to be serving with their own home 
people. Now, they are being taken out and shipped away as replace- 
ments, breaking down the integrity of that division, and there are 
some pretty dire predictions as to the future of the National Guard 
in my State because of it. 

General Cottins. Now, this is no secret. I called in General Walsh 
and General Reckord several months ago, laid all of this on the table 
before them. They discussed this problem with the adjutants genera! 
of the States affected. We got complete unanimity and support in 
what we are doing right now from all except one State. This is no 
secret. There is no alternative unless you don’t want to have the 
rotation system in Korea, or unless you want us to send out to Korea 
the untrained specialists to take the place of the men who are fighting 
in Korea. That, in a nutshell, is the story. 
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Senator SparKMAN. May I ask just this question: Did it happen 
to be either Alabama or Mississippi ? 

General Cotiins. It was not. It was another division that has gone 
overseas, and the officers of that division thoroughly disagreed with 
the Adjutant General. 

Senator SparkMAN. I suppose so far as privates are concerned you 
can supply them from replacement training centers. You do have 
replacement training centers in operation, don’t you? 

General Cotirns. Yes, sir. 

Senator SparKMAN. But it is the trained specialists—— 

General Coiuins. So far as possible, Senator, they are being sup- 
plied that way. Most of these are men with what we call MOS 
categories, but there is still one other question now that faces us. 

Suppose that we don’t send these two divisions overseas, and we 
have some buck privates now from Mississippi and Alabama that never 
served in war before. Should they be given a guaranty of protection 
not to fight? And yet you draft another man from Alabama and 
Mississippi and send him to Korea. [ Deleted. | 

These divisions come to active duty with roughly 9,000 men from 
these two States. That is about half strength. “We will fill them up 
with men from all over the United States. We don’t fill them up 
with Mississippians and Alabamians, because the State just gets credit 
under selective service for the fact that they just produced 9,000 men. 
So we are forced to put men from other States into those divisions. 
So immediately the division is only half local in character. 

Now, during the 2 years that they are on active duty, the term of 
enlistment in the National Guard, State enlistment, is 3 years. There- 
fore, on the average at least two-thirds of the men will have terminated 
their State obligation at the time their Federal obligation is over, so 
they will go home at the end of 2 years. [| Deleted. | 

Therefore the question comes up, we will return to Alabama and 
to Mississippi, on the average, 1,500 men out of the original 9,000, 
minus those that were sent to Korea or elsewhere under the rotation 
plan. So you see, inevitably the character of the division changes. 
| Deleted. | 

Senator SpaRKMAN. I don’t warit to prolong this. I know you have 
to go. But the unfortunate thing about it is that this same thing was 
done to the Thirty-first Division in the last war. It stayed in training 
for over 3 years, breaking it up, training and breaking it up, before it 
finally went overseas to the Pacific. 

General Cotzins. It is going to always be done. That is one of 
your fundamental problems now, with respect to the National Guard. 

For example, in the State of Texas we have a National Guard 
armored division. What does the State of Texas need with an arm- 
ored division in the old concept of the National Guard? They are 
never going to have a rebellion in Texas where they will have to turn 
out an armored division. That came up, now, at the time of the so- 
called Gray Board report: Should we federalize all the National 
Guard? The answer was “No.” 

1 am opposed to it because I think the tradition and the tie-in with 
the States is a very precious thing for us from a practical standpoint, 
but the fact of the matter is that you cannot possibly maintain these 
divisions solely as State divisions once they come on active duty. As 
soon as they go into action and have casualties, immediately you 
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are going to get replacements from other States. It is inevitable. 
You wouldn’t want casualties solely from your State. You would 
want some of the other States to help out. 

So, therefore, as to the local character of the division, the longer it 
stays on active duty the less chance there is for it still being Missis- 
sippi and Alabama in character. It becomes a division of the Army 
of the United States, and guardsmen themselves all know that. They 
know that, and I have had 100 percent cooperation from them when 
I outlined the problem to them. 

Senator SpaRKMAN. Thank you very much. 

Senator STennts. May I just ask this question, if it is in order, 
General. I understand there are 118 officers, 1,007 noncommissioned 
officers, and about 4,000 men in the ranks that have already been taken 
out of this Thirty-first Division. Can you tell now whether 
that is your full take ? 

General Cotttns. No, sir. I told these people we could not possibly 
guarantee that. It looks as if we are going to have to make another 
levy, and this is not aimed at your division. It is aimed at all the 
divisions in the United States, or else the rotation doesn’t 
beyond September. [ Deleted. | 

Senator STenNts. These men were told, I don’t know whether by 
the Army, that they would be kept together as a unit. They are not 
trying to get out of fighting. They kind of want some action, I think. 

‘General CoLtiys. They were not told that by the Army. 

The CuatrMan. Thank you, General, very much. 

General Couirns. I have enjoyed being with you very much. 

The Cuamman. Does anybody else want to ask any questions ? 

We will stand in recess until tomorrow morning at 10:30, and we 
are going to have General Gruenther, who is the chief of staff to 
Eisenhower, here. I think you will all enjoy his testimony. 


(Thereupon, at 5:05 p. m. a recess was taken until the ‘following 
day, Wednesday, August 1, 1951, at 10:30 a. m.) 
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WEDNESDAY, AUGUST 1, 1951 


Unirep States SENATE, 
Com™MiItree ON ForeIGN RELATIONS, 
COMMITTEE ON THE ARMED SERVICES, 
Washington, D.C. 

The committees met, pursuant to adjournment on Tuesday, July 31, 
1951, in the Foreign Relations Committee room, United States Capitol, 
Senator Tom Connally, chairman of the Foreign Relations Committee, 
presiding. 

Present of the Foreign Relations Committee: Senators Connally 
(chairman), Green, McMahon, Fulbright, Gillette, Wiley, Smith of 
New Jersey, Hickenlooper, Lodge, and Brewster. 

Present of the Armed Services Committee: Senators Hunt, Salton- 
stall, Knowland, and Cain. 

Senator GREEN (acting chairman). The committee will please come 
to order. The chairman is detained for a short while and has asked 
me to call the meeting to order that we may proceed. 

We have the privilege this morning of hearing from General 
Gruenther. 

General, have you a prepared statement ? 


STATEMENT OF GEN. ALFRED M. GRUENTHER, CHIEF OF STAFF 
TO GENERAL EISENHOWER 


General GruentHer. I have no prepared statement. What I would 
prefer to do is to talk from some charts over here, sir. 

Would that be all right ? 

Senator Green. Very well. 

After the hearing is over you will mark in the transcript what you 
feel the committee should not disclose, what you regard as secret or 
classified. 

General Gruentuer. Yes, sir, I will be very glad to do whatever the 
committee desires, sir. 

(Exhibit A was referred to.) 


THE PRESENT PROBLEM IN EUROPE 


General GruentHeER. I propose this morning to give the background 
and the framework from which we in our headquarters are viewing 
the proposed military assistance program. 

I shall begin with an intelligence estimate of what the military 
problem is. ‘Our intelligence people prepare maps like this to indicate 
what the Soviet capabilities are as of now, the Ist of August. 


[ Deleted. | 


207 





208 MUTUAL SECURITY ACT OF 1951 


We feel General Eisenhower has two main jobs. One is to develop 
forces with the idea of preventing a war from ever taking place by 
reason of the posture of strength that we are able to develop, and the 


second is, if war should develop nevertheless, to fight it under the best 
terms. 


[ Deleted. ] 

Senator SaLTonsTa.L, Is it a question at this time of the attitude of 
mind of the people in Europe with whom you come in contact, the 
military authorities and the political authorities, that if a war comes 
it will be a long war and that they will not be overrun quickly ? 

Senator Sauronsraty. When we speak of a long war, it is a hy- 
pothesis in the minds of the Soviet leaders rather than a military 
consideration. 

General GRUENTHER. Yes, sir. 

| Deleted. | 

Senator SarTonstaty. I refer to the attitude of the people in 
Europe. 

General GrueNnTHER. The people in Europe talk about a war of 
liberation but they are not very much interested in a war of liberation 
because what is going to be left there to salvage after they are lib- 
erated is of only very moderate interest to them. 

The reason why, of course, that 2 years ago the morale was so low 
was because they were really feeling that war was quite imminent at 
that time and the danger of overrunning was great and the prospect 
of liberation was very slight, and that any liberation would be an 
extremely painful one, even though it does take place. [Deleted. | 

That is what your aid program is working out to improve (referring 
to exhibit B). 

Senator Green. At what time? 

General Gruentuer. I will cover the time element on this right 
now. 

(Exhibit C was referred to.) 


IMPROVEMENTS IN EUROPE’S DEFENSE POSTURE 


This chart shows in stages what was available in Europe a year ago 
and what is available or will be available in December of this year. 

I have put a red question mark on each of a couple of these figures, 
and I would like to explain what those question marks mean. 

( Deleted.) 

Se ‘nator Brincrs. What would they be, General, the readily mobiliz- 
able, what we call the Reserve or National Guard in this country? 

General GruenTuer. Yes. The mobilization system in Europe 
traditionally has been characterized by relatively small standing 
armies backed by a well-developed reserve system. 

Let us consider the Germans as an example. In 1914 they started 
out with 60 divisions and in 8 days they had 103 divisions. In. 
1939 they started out with 55 divisions and in 26 days they had 122 
divisions. Of course, they had the Sudetenland and Austrian episodes, 
and so forth, and would mobilize a few divisions and let them go 
back and they thus experienced a great many practice mobilizations. 

Senator Lopcr. Does it not show that Europeans mobilize their 
civilian components much more rapidly than we do. 
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General Gruentuer. As a principle they can, esi a It is one 
of the problems that we are Frc ‘ed with right now. Field Marshal 
Montgomery is most valuable in this respect to us. He is very chal- 
Jenging on that. He is an excellent trainer of troops. <A large part of 
our staff is going around challenging these mobilization systems be- 
cause since the war not very much had been done on them. 

( Deleted.) 

Senator Loner. How long does it take us to get a National Guard 
division or an Organized Reserve division into shape? 

General Grurntuer. About 9 months to a year. In fact, these 
divisions that came in last September and October, I do not think 
have been declared combat-worthy yet. The two as you will recall, 
that were sent to Japan, were sent there on the assumption that they 
would not be used in combat. That has been a couple of months ago. 
Maybe they are combat-worthy now. I am not up on this. 

Senator Hunt. They are up on the front line now and have been 
for a month or so. 

General Gruentuer. That I did not know. At the time they went 
they still had to have some further training. I will verify this with 
the Dep: irtment of Defense. 

(The two National Guard divisions are not in the front lines.) 

We are trying very hard to keep pushing all the time, so that these 
Europeans are trained. At the moment of course they have a very 
good excuse because there is no equipment for these divisions. 


IMPORTANCE OF AIR POWER IN EUROPE 


( Deleted.) 

We speak a great deal in terms of divisions, but I would like to make 
it clear that General Eisenhower's view is that air power will be the 
dominant factor in this defense-posture problem. He has the staff 
working in every possible way to improve the air picture. 

Senator Bripces. Are you going into the production of aircraft, 
the European production of aircraft, before we get through here? 
General Gruentuer. No, sir, I am not. I am not qualified to do 
that. 

Senator Brinces. Who is so qualified ? 

General Gruentuer. I believe General Scott can probably tell you 
whois. It issomebody in Washington here, but I am not that person. 

We are emphasizing the importance of air power in every possible 
way. We have one of General Eisenhower’s deputies, a four-star 
general, completely in charge of air matters, and one of my de puties 
is a British airman, and in charge of strategic plans is a French 
airman. 

While we tend to talk in terms of divisions, because the unit has 
been understood from a public standpoint, I would like to make it 
extremely clear here that as far as General Eisenhower is concerned 
and as far as our headquarters are concerned—and I would say as far 
as most military men are concerned—the question of air power is one 
of overriding importance to us. _ [ Deleted. ] 

As regards the division, considering the divisions that these people 
already “have organized or will have organized by the end of this 
year, if we knew in time that sufficient equipment would be available, 
we could equip more divisions by the end of 1952. 
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The equipment for this proposed fiscal year 1952 program, we are 
told, will be available by December of 1952. We could have more 
divisions organized by that time than are shown in this pair of bars 
here. However, the program has been through an intensive screening 
from the time it left there, and it has been trimmed considerably, 
The considered view now is that the program as shown here is the one 
that should be sought. 


EFFECT OF SPREADING PROGRAM OVER 2 YEARS 


There has been some discussion about postponing part of the pro- 
gram. The effect of that should be realized, and General Eisen- 
hower’s vie wpoint is that it simply means that vou delay equipping 
divisions and that this defense posture which he considers so extreme ‘ly 
important would be delayed. 

The suggestion has been made that the program might be spread 
over 2 years. We estimate that if that were done, instead of hav ing 
the divisions that we show here, it would cut them by about 13 divisions 
to 15 divisions. 

The general’s point of view with respect to this whole program is 
this: He feels that the task of the United States now is one of defend- 
ing the United States at a considerable distance away from its home 
shore ; that the troops which we have placed in Europe and are placing 
in Europe, have as one purpose the reviving of the confidence of the 
European people. 


ULTIMATE WITHDRAWAL OF UNITED STATES TROOPS FROM EUROPE 


His philosophy is that these troops are there temporarily. He is 
referring particularly to the ground troops. In the long run it will 
not be feasible to have, in times of peace, large American ground 
forces stationed in Europe; they will be withdrawn eventually. 

There is no time table on when they will be withdrawn, but what 
he is telling Europeans is that during this period when Europe is 
trying to regain its strength after having been shattered by economic 
and psychological and social difficulties, the United States, in its own 
enlightened self-interest, is putting these troops over until such time 
as the strength and confidence of Europe is restored. General Eisen- 
hower feels that the presence of United States forces in Europe will 
greatly encourage the Europeans to build their own forces up to a 
posture where they wili be able to defend themselves. 

General Eisenhower visualizes that the time will come when these 
ground troops will be withdrawn. 

On the question of when this will begin, there is no specific time 
schedule given. On the question of the air, there is no assurance that 
they can be withdrawn because the build- up of air power in Europe 
is fraught with many complications and it is proceeding really at a 
slower pace than the ground power. 

With regard to the progress that has been made, the general feels 
that there has been a definite favorable upswing in morale and a 
definite favorable upswing in the trend of rearmament. He thinks 
the more this cycle continues, of increasing morale, the more it builds 
up the armament side, and that in turn gives the Europeans a feeling 
of confidence. 
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MILITARY PRODUCTION HERE AND ABROAD 


Senator Bringrs. I asked you on planes and you said you were not 
competent to testify on that, but on armament, are you making that 
a special project ¢ Are you endeavoring to get these countries to even- 
tually reduce the load on us here in this country, trying to get them 
into production ? 

General GRUENTHER. Yes, sir. 

The procedure that is taking place is largely through the ECA ad- 
ministration, and through the administration of the aid program. 
Studies are being made now in an endeavor to do exactly that, to 
determine what items the Europeans can make just as well as we can 
or even better, or items that are more appropriate to be made in 
Europe. I would say, however, that not much progress has been 
made on that; that the amount of production in Europe now is not 
a very significant fraction of the total. First of all, the capacity is 
not very great when compared with the United States. 

We have one chart here which would show the problem that they 
face in connection with that. 

(Exhibit E was referred to.) 

( Deleted.) 

General Gruentuer. Actually per capita we are producing more in 
military items than they are for everything—sewing mac hines, baby 
carriages and the like. 

Therefore, the field is not a wide open one from the standpoint of 
production capacity. The problem is complicated. 

The specific answer to your question, though, is that it is being 
worked on in order to achieve what you asked for. 

The general feels that in this particular project the United States 
has a very great position of leadership which must be exercised in our 
own self-interest—that it is very much to our interest to get the pro- 
gram going, and to get it over as fast as possible so that these people 
are on their own to the maximum extent practicable. 

When it comes to a question of delay or expediting, his idea is that 
we actually save money and save effort and produce results on a much 
more satisfactory basis all over, if we expedite the program, rather 
than spread it out. 

Senator Loner. Is it not true, General, broadly speaking, that tak- 
ing production as an index or taking manpower as an index, that in 
the last 6 months the trend in Europe is up all over the place in every 
way ¢ 

General Gruentuer. The trend is up and very favorably up. It 
has been up all the way through. From that standpoint it has been 
very encouraging. 

Senator Loner. Insofar as manpower is concerned, is it not true 
that they are supplying manpower just as fast as they get the equip- 
ment and the arms? 

General Gruentuer. That is correct, now, actually the bottleneck 
at the moment is the equipment. 


REARMAMENT PROGRESS IN EUROPE 


On the question of some of the progress that they have made, the 
question that Senator Lodge has just brought up, we have this chart. 

(Exhibit F was referred to.) 

( Deleted.) 
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General GruentuerR. The countries have raised their conscript 
period considerably, as you see here. The Belgians have raised their 
from 12 to 24. 

The Netherlands have authorization to go from 16 to 24. 

The French conscription period was 12 months a year ago and it 
isnow 18. This shows how much they have to work in order to buy a 
pound of butter. In Italy, it is over 3 hours. 

In terms of what the Russian worker has to do, he has to work a 
little more than 6 hours to get his pound of butter, and some 66 hours 
for his pair of shoes. 

Senator Carn. You said Portugal was not actually in your area. 
What did you mean by that ? 

General Gruentuer. We have no troops allotted to SHAPE from 
Portugal. The Portuguese, although they are in the treaty pact, 
have made no troops available to SHAPE. [ Deleted. ] 

Senator Smrru of New Jersey. Would you mind putting up that 
divisional chart again, I would like to ask you a question about it. 

(Exhibit C referred to.) 


BASIS OF ESTIMATED REQUIREMENTS FOR FISCAL 1952 


Senator Smirn of New Jersey. When you get down to estimated 
requirements, is that the fiscal year 1952 that you are talking about ? 

General Gruenruer. This is what we will require to do the job. 

Senator Smrru of New Jersey. That is the European contribution 
2nd does not include our six divisions ? 

General Grurenruer. This is the requirement regardless of where 
they come from. In other words, if we could get this number of air- 
craft [indicating] and this number of divisions, regardless of whose 
divisions or whose aircraft they are, that is what we estimate it will 
take to do the job. [Deleted.] 

It is an estimate of the requirements, what it will take to do the 
job, regardless of what country they come from. 

Now let us come back to a point that General Eisenhower has made. 
He has been making the point to the Europeans that the time is going 
to come, in his estimation, when American troops, and particularly 
American divisions, will have to be withdrawn. 

Senator Smiru of New Jersey. That it what I want to get at. Then, 
these requirements have to be filled by foreign divisions. 

General Gruentuer. That is right, completely, from a long-range 
point of view. 


TOTAL COST OF THE PROGRAM UNTIL 1954 


Senator Smrru of New Jersey. We have had estimates, General, of 
a program that calls for roughly $8 billion a year for 3 years, 1952, 
1953, and 1954, roughly $8 billion in each of those fiscal years, with 
a total of about $24 billion or $25 billion. 

Is that what this estimated requirement represents! 

General GruentuerR. Yes. The people who have given you that 
figure—and I am not familiar with that—have started out first of all 
this way. These divisions were partially equipped when they started. 

(Exhibit D referred to.) 

General Gruenruer. As it goes along, it gets more expensive to 
equip a division, and some of these divisions have not yet even been 
summoned at all. [Deleted.] 
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Senator Smiru of New Jersey. I may say that the record will 
show that Secretary of State Acheson gave it to us and Secretary 
Marshall confirmed that, and yesterday Mr. Perkins gave us the same 
thing, generally. It was a round figure; it was $8 billion a year for : 
years for this progressive program. At the end of the 3 years we 
hope we can withdraw, and our contribution will be brought to an 
end, substantially. 

That is the general picture, I think, that the committee has in 
its mind at the present time. I wanted to see if you jibe with that 
in your calculations you are making on these divisions. 

General GruentHeER. For the money, sir, we wouldn’t know. What 
we are doing is, we set what we think are the requirements, and we 
have given this incomplete estimate of what the requirements are now. 

Now in converting that into money, I accept the figure that you 
have given there. 


WHEN CAN WE WITHDRAW FROM EUROPE 


I would not want to make the point that at the end of that time the 
United States will withdraw. I would not like to have anything I have 
said about General Eisenhower mean that, necessarily. There is no 
time period necessarily that he has been able to reach in his mind on 
that. Just to say that you finished the last bit of equipment and 
then the American divisions withdraw—I do not say it will not work 
that way, but I mean we have not developed any plans that far. 

Senator Sarra of New Jersey. I can see readily how that could not 
be definite at all, but the general, over-all objective is in that direction. 

General Gruentuer. The general philosophy is that. 

Senator Smiru of New Jersey. I do not think probably that those 
figures included that expansion in our Air Force that we have been 
discussing. 

General GruenTHER. No, sir. These figures that we are talking 
about here are referring to equipment of Kuropean divisions. 

Now, let us just, for the sake of ar gument, say there were going to be 
six American divisions that were going to remain permanently in 
Europe. Then, of course, for programing for European power, we 
would knock off six divisions. I recognize that is just the opposite 
of what you have said, but that will make sure we understand how these 
figures are calculated. [ Deleted. | 

Senator Satronsratt. Then it is a question of maintenance of that 
equipment and maintenace of those airplanes after that time? 

General Gruentuer. That is another problem, Senator, I do not 
know how much has been included in the figures that have been made 
up back here for maintaining them. [ Deleted. | 


EUROPEAN DIVISIONS AVAILABLE NOW AND IN 1939 


Senator Carn. What were the number of divisions available at the 
beginning of World War IT in Europe, among the same countries with 
which we are now concerned ? 

General Gruentuer. By May of 1940, at the time that the Ger- 
mans were about to come in, the French had at that time mobilized 
about 100 divisions. 
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Senator Loper. But, General, those divisions were not at all com- 
parable to the modern division ; were they ? 

General GRUENTHER. No. 

You recognize that in the late 1930’s the amount of money that 
went into equipping French divisions was a very small amount, and 
you will still find a great deal of resentment on that score. There are 
a great many reasons for the French defeat, of course. 

Senator Car~. How would your intended goal [deleted] among 
the European nations at the outbreak of World War IT ¢ 

Do you expect through those divisions to be substantially stronger 
in a defense posture than was the case in 1939 and 1940? 

General GruentHeR. Much stronger. 


CONDITIONS UNDER WHICH UNITED STATES TROOPS COULD WITHDRAW 
FROM EUROPE 


Senator Gitterre. General Gruenther I want to go back to the 
statement you made with reference to General Eisenhower giving as- 
surance that American troops would be withdrawn. In response to 
a question by Senator Smith, you stated that a timetable could not be 
fixed. What contingency, then, would determine the withdrawal of 
troops’ It seems to me to be far from reassuring to our allies in 
urging them to build up to assure them that at the same time we were 
going to withdraw at some time, or on some contingency. 

What is General Eisenhower telling them as to the contingency, or 
the time, for withdrawal of American troops? 

General Gruentuer. I would say that he has not been definite on 
the question of contingency or on the question of time schedule. 

This is his philosophy: He first of all believes the American policy 
should be one of moving with all possible speed to get the job done, 
and bring these countries up to the proper level of defense. 

He, therefore, as a matter of policy, disagrees with a limitation on 
the size of troops. He would prefer a limitation on time. 

He has not suggested what that limitation on time would be but he 
would prefer to say, “All right, we will devote X years to this question 
of building up. Gentlemen, at the end of X years, you will have to 
be in a major way on your own.” 

Now, he recognizes that there are two ways of doing this. You 
could set a limit and say, “All right, anything beyond that limit you 
have to furnish.” There are two ways of approaching it. His 
method of approaching it from the standpoint of urgency of the 
problem, and from the standpoint of the urgency of the United 
States, is a time problem. He has not worked out what that time 
problem is. 

Senator Gitterre. It would seem to me to be far from reassuring 
to our allies that we are building up in a common effort, a force sufh- 
cient to act as a deterrent or actually to go into combat and to, at the 
same time, say that at a certain point we are going to withdraw. 

General Gruentier. Yes. 

Of course, to say that you are going to withdraw does not mean that 
you do not participate in the struggle, if one develops and it does not 
necessarily mean that you pull the air power out. 

General Eisenhower believes this, that as a matter of long-range 
policy, it is going to be very difficult to keep maintaining large num- 
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bers of American troops overseas, large numbers of ground troops, 
and that therefore the Europeans should be brought to a point where 
they will be able to meet this initial thrust. 

e does not say, “If a war should break out, it is your job to handle 
it.” He does not go that far. 

From the question of reassurance that you are raising there, if we 
were telling them that we were going to pull out before they reached 
an adequate defense level, 1 am sure that would not be very good. 

Senator Loner. You mean if there is an army in Europe that is 
sufficiently strong to do the job, when that point is reached, then con- 
sideration can be. given to gradually bringing out the American units, 
unless there is a fight. 

General Gruentuer. That is what I am trying to say. 

Senator Loner. In other words you are not going to pull the rug out 
from under Europe ? 


IN TIMES OF WAR, UNITED STATES TROOPS WOULD CONTINUE IN EUROPE 


Senator Smiru of New Jersey. In any event, you leave your Navy 
and Air still in existence as our contribution to the over-all defense 
program, wouldn't you ? 

General GruenturR. Yes; during time of peace. But, Senator, on 
the question now that might be involved in your question, assuming 
war brake out, whether or not any ground divisions would contribute 
to that, there is nothing in what I have said that would say that Gen- 
eral Eisenhower did not believe that we should contribute whatever 
the appropriate number of ground divisions were in case of trouble 
or in case of an emergency. 

Senator Smiru of New Jersey. You are talking about a situation 
where war has not broken out and you are trying to set up a deterrent 
to war breaking out. That was not the case in World Wars I and IL. 

General GrurNTHER. That is right. 


MAXIMUM UNITED STATES TROOPS NEEDED IN EUROPE 


Senator Smiru of New Jersey. You cannot bring out troops in 
Europe until the building up of American forces in Europe have been 
completed. 

Do you know how long it will be before we have made our total 
contribution, and what that contribution in terms of ground strength 
is likely to be? 

General Grurntuer. No, sir; I do not. That is a problem we are 
studying in our headquarters now. 

There has been no recommendation, even on the Staff level, made to 
General Eisenhower, as to whether there should be additional ground 
divisions sent to Europe. 

Senator Cary. Unquestionably you are conscious, General Gruen- 
ther, that those in wits ority in this countr y in the Military Establish- 
ment have but recently made statements saying that there will be 
additional ground forces sent to Europe, and there appears to be a 
considerable difference of opinion among the spokesmen as to what 
the total goal is to be. 

You say that: no recommendations have been made from the other 
side and that your headquarters is simply studying the question. 
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General GruentHer. Yes, sir. That does not mean there will not 
be recommendations made, Senator. 

Senator Cary. I understand. 

General Gruentuer. The problem is really one of trying to decide 
exactly what is going to be required here and what the build-up 
should be. 

Senator Loner. In connection with Senator Cain’s question, Gen- 
eral Gruenther, haven’t you always assumed there were going to be 
six American divisions over there, with corps and Army troops and 
set up as a field army ¢ 

General GruenTuHeR. Yes, sir. 

Senator Loner. That is the only dispute there is here in Washing- 
ton now is whether you are going to send six divisions to be helplessly 
alone or six divisions on a professional basis where they can take care 
of themselves. 

Senator Carn. I would assume any additional troops going to Eu- 
rope would largely result from recommendations made by the com- 
mander in Europe, General Eisenhower, to the military authorities 
in this country. 

They would not send troops from this country without agreement 
with General Eisenhower. 

General Grurntuer. No, sir. But if what you are referring to, 
Senator, was what Senator Lodge brought up, we assume this: If a 
<livision comes, it comes with its supporting troops. 

Senator Carn. I understand, sir. 

General GruentHer. Therefore, the current discussion, which I 
just read about in the papers, about the supporting troops, is not one 
ihat we are studying, just to make it clear about that. 


We assume that if X divisions come, they come with X divisions 
with whatever are the supporting troops. 

Senator Knowranp. In that regard, has there been a proposal made 
to increase the number of divisions from 6 to 13? 

General Gruentuer. I never heard that figure, sir. There has been 
no provision made for 13 or any other number at this time. 


. NUMBER OF SUPPORTING TROOPS FOR A DIVISION 


Senator Hunt. General, can you give us an estimate of the number 
of supporting troops for a division ? 

General Gruentuer. I think, generally speaking, in Europe for the 
American division it is going to run a total of roughly between 40,000 
and 45,000, when you include the antiaircraft, the artillery, and so 
forth. 

Now it varies for each type of problem you are up against, but I 
think that is a fairly good ground rule, that you could take about 
42.5 thousand, something like that, sir. 

( Deleted. ) 

You have to have them, whether it is naval units, air units, or 
ground units, you have supporting troops. 


ROLE OF DENMARK IN DEFENSE PICTURE 


Senator Hunr. Can you tell us how a small country like Denmark 
fits into this picture, a country that has practically no navy, they 
have no ground forces and no air corps. 
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General Gruenruer. And they are in a very exposed position. 

Senator Hunt. They are right under the guns. 

General Gruentruer. Furthermore, you see, they control the en- 
trances and exists to the Baltic—a very important consideration. 
(Refering to exhibit A. [Deleted.] 

From their geographic position alone, Denmark plays an extremely 
important part in the over-all strategy. However, it is one of those 
things that has to be handled carefully, and it is one of the reasons 
why you really need an Eisenhower trying to solve this kind of a 
job. | Deleted. | 

Senator Smiru of New Jersey. Is there any attempt to standardize 
the divisions contributed by the various countries 

General Gruen'ruer. They vary from country to country, and we 
are not sure it is necessary to have them uniform. The size of a divi- 
sion depends on what its mission is going to be. That is certainly 
true in a country like Denmark. Our defense philosophy in Denmark 
is really a kind of a hedgehog type of defense. You do not need large 
units, but you need a lot of units to hold key places. 

However, of course, if you are going to try to hold in a case like 
this, you have to have extremely strong air power and troops that 
have so-called shock action. 

The Cuarrman. May I ask you a question, general ¢ 

General Gruentruer. Yes, sir. 


ARTILLERY IN A DIVISION 


The Cuairman, You spoke of supporting troops a while ago, and 


you mentioned artillery. 

General Grurentuer. Yes, sir. 

The Cuarrman. Under the tables of organization, a division does 
not have any artillery of its own? 

General GruENTHER. It does, Senator Connally, it has what we 
refer to as organic artillery for a division. Then we have support- 
ing artillery, which is much longer range artillery. That is corps 
artillery. 

Normally speaking, the division—and this applies to the United 
States division—has the 105-millimeter howitzer organic in it, and 
the 155. And then to back it up—because we don’t “alw: ays need it, 
and it is better to keep it in a pool we have the really long-range 
artillery, and we call that corps artillery or army artillery. It can 
he moved wherever it is necessary. If we had it all in the divisions, 
it would be very wasteful. 

The CuairMan,. I did not mean it ought to all be in the division, 
but your testimony touched on a point that led me to believe the 
division wouldn’t have any artillery at all, and that you would have a 
pool of artillery. 

Of course, in all our military set-up corps artillery and army 
artillery have always been available to divisions in battle, is that 
true? 

General Grueruer. Yes, sir. And it is very necessary, Senator. 

The Cuairman, It has longer range and heavier armament, is that 
true ? 

General Gruen‘rHer. Yes, sir. 

The Cuatrman. Thank you. 
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EUROPEAN ARMY AS DISTINGUISHED FROM NATO ARMY 


Senator Smiru of New Jersey. When we were over there, gentle- 
men, there was talk about a European army. Now can you give us a 
thumbnail picture of the distinction between the so-called European 
army which appears to be a new conception and the NATO set-up 
that we have been working on? 

General GruentHer. Yes, sir. 

First of all, the European army originated in connection with the 
German problem. 

Senator Smiru of New Jersey. The French made the suggestion 
first, for that reason ¢ 

General Gruentuer. Yes, sir; because you have this problem in 
considering the very strong feeling of the French with respect to the 
Germans. The French came up with this, although actually some of 
the people in Washington had been thinking of a concept very similar 
to it. 

As the philosophy began developing, it became clear that even 
among the Germans, there were people thinking that it was going to 
be a mistake to have the revival of a German army with many of the 
evils which the Germans themselves felt that the army brought, and 
that if they could have a devotion to a European ideal rather than a 
national ideal, the rearmament would be on a much sounder basis to 
many Germans. 

The French took that up and introduced the idea of a European 
army. They have been having a great many conferences on that 
subject, and they have been making certain progress. 

It fits in very well to the united Europe idea. 

General Eisenhower feels that the defense of Europe would be 
facilitated immeasurably if you had a united Europe. The Schuman 
plan is a step in that direction. The European army is a step in that 
direction. He supports the idea of a European army. 

Now, answering your specific question, if that European army de- 
velops, there would be some type of supernational set-up with a defense 
minister and some kind of an assembly much along the lines of the 
Schuman plan, and then troops of various nations belonging to the 
European army. 

If it took place, then General Eisenhower would have under his 
command European army troops, United States Army troops, and 
the British troops, and perhaps others depending upon developments. 

| Deleted. | 

Senator Smrru of New Jersey. The component part of the NATO 
set-up would not be in substitution ? 

General Gruenturr. No, sir; it would simply be a component part 
and actually, if it worked out as planned—and obviously there are 
many complexities to it—he would have fewer people to deal with 
because instead of dealing with, say, four countries on a question, he 
would be dealing with one; namely, the European. 

Senator Brewsrer. To what extent is that liable or likely to retard 
the mobilization ? : 

General GrurnrueER. It does not have to retard it at all, Senator. 

In negotiating, it depends on how much they insist on every “t” 
being crossed. 
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Senator Brewster. It does not necessarily, but isn’t it almost inevi- 
table before they agree on such a revolutionary concept? Didn't 
they allow 18 months in this program for actually bringing this to 
pass ¢ 

General Grurentuer. Actually, there has been some advanced 
thinking going on on that. If it goes along in the way they have 
been thinking in the last few weeks, I think it will go through very 
rapidly. They feel that they become European army troops the day 
they sign the treaty. 

Now the question of how you solve many of these problems would 
be done progressively over the years. When we had unification of 
the United States armed services, the Air Force had been part of the 
Army. Well, we didn’t just split off the Air Force right away. We 
said, “The Air Force will do such-and-such on such a date.” It was 
progressive. 

There was a gradual separation there, and this also would be a pro- 
gressive unification. 

Senator Green. Cannot the United Nation’s Army in Korea be 
used as a precedent ? 

General GruentruHer. It can be used a little as a precedent, Senator, 
but it does not contribute materially in the solution of the basic prob- 
lems which are existing here, because, in Korea, the troops were 
actually fighting. This has to do with organizing them, training 
them, and paying for them. I do not say that the Korean experience 
is not going to be helpful, but it does not resolve it quite as much as 
one might think. 

Senator Green. I meant in theory rather than in practice. 

General GrurmnrHer. I think in theory; yes, sir. 

Senator Gutetre. Would such an army of necessity contemplate 
standardization of defensive equipment, ammunition, replacement 
parts, and repairs ? 


NEED FOR STANDARDIZATION IN EUROPE 


General GruentrHer. It would be highly desirable. Standardiza- 
tion, of course, is desirable under this set-up even if you never have a 
European army. The only question is how fast you can go into stand- 
ardization. For instance, in trying to standardize screwheads they 
worked about 2 years on that because it got into every kind of rami- 
fication. Sewing machine plants had to be changed, and so forth. 

While standardization as a goal is highly desirable, as a practical- 
ity it present many, many difficulties. 

Now it would certainly high light what we are trying to do in the 
standardization field if you had the European army. You could keep 
punching more and more on the fact that components of that army 
should not have different equipment. 

Senator Giuierre. It would seem to me that it wouldn’t be quite as 
essential, of course, in a NATO army, but in such an army as en- 
visaged there, a European army, it would seem to me to have stand- 
ardized equipment and replacements. 

General GruenrHer. Yes, sir; although not absolutely. 

The European army does not mean that you are going to scramble 
all of the groups together. You would still have a red division and a 
blue division and a yellow division—nation A, nation B, and nation 
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C—and you might even have three of them grouped together. If they Se 
were intermingled your point would be correct. the si 
Senator Witey. Where are you going to get your “reds.” General / Ge 
General GruenrHer. Negotiations on that are still in progress. thing 
ment 
RELATIONSHIP OF UNITED STATES TROOPS TO A EUROPEAN ARMY po 
certa 
The CHamrman. General, in this European army, does that mean Bi 
that American troops will be there ? 
General Gruentuer. No, sir. 
The Cuamman. I believe we want to preserve our own identity: 
do we not ? 
General GrurentHer. Yes, sir. There is no contemplation that 
American troops would be in there. 
General Eisenhower has this feeling, though, Senator Connally, 
that just as the Schuman plan really was put across by reason of Amer 
ican influence and assistance and leadership, there are going to be 
many complications in connection with a European army where the 
Americans can assist, but it is not contemplated that the United States 
would be part of a European army. 


IMPORTANCE OF PROGRAM FOR EUROPE 


Senator Sauronsratu. General, General Marshall testified that if 
there had to be some cut in military appropriations, he would prefer 
to see the cut come in our appropriations here, rather than in our aid 
to Europe. 

From what you have testified, you feel that very strongly ? 

“4 neral Gruentuer. I feel it very strongly, sir. 

I do not want to say that the United States should go down unrea 
sonably, but I think from the standpoint of United States interests, it it 
is greatly to the United States interests to have these countries re 
armed and strong. 

Senator SarronstaLL. We will get more for our dollar in security 
by doing that. 

General Grurnruenr. I feel that very strongly. 


ADEQUACY OF ORGANIZATION AND PROCEDURES IN EUROPE 


Senator Sarronstatt. May I ask just one other question: Has the 
method by which the equipment has been scrutinized through your 
headquarters and Mr. Katz and the others been working satisfactor ily 

General GruentHeR. Yes, sir. What has happened on that is this: 
You can always get differences of opinion on organization. Mr. Katz 
and Ambassador | Spofford and General Handy form what is called a 
European Coordinating Committee, working under agencies here in 
Washington. 

We have in our headquarters five officers—American officers—and 
they keep in touch with those people. 

Now actually, the screening of the program in detail does not go 
through our headquarters. We just do not have the staff to handle 
that, but General Kibler, who is here, I notice, now, has had a great 


deal to do with that, and he has been working very closely w ith our 
people. 
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Senator Sauronsray. From your point of view as Chief of Staff, 
the situation has been satisfactory ? 

General Gruen'rHer. Well, it is satisfactory. I want to qualify one 
thing in the standpoint of satisfaction. We do not think the equip- 
ment has been coming fast enough, Senator, but it takes a certain 
length of time to make equipment, and we recognize that there are 
certain facts in life that we cannot change. 

From the standpoint of organization we have no objection. 


POSSIBLE ADMINISTRATION OF THE FOREIGN AID PROGRAM 
BY DEFENSE DEPARTMENT 


Senator Brewster. Practically 90 percent of this program is de- 
fense. Approximately 80 percent of the money is for defense items. 
Then about $1 billion out of the $1.6 billion for so-called economic aid 
is really directed to defense. When you add that on, you have but 
about $600 million left for what is considered economic. Why would 
it not be advisable for it to be made a defense proposition? Exactly 
as you procure your equipment in this country, you procure it for them 
there. You determine allocations, you determine what those coun- 
tries can do most effectively for you. Why is not 90 to 95 percent of 
this a defense problem which should be under the Defense Depart- 
ment ¢ 

General Gruentuer. That gets into a matter back here, Senator, 
which I do not know enough about to comment intelligently upon. 

( Deleted.) 

Senator Brewster. I presume the Defense Establishment here has 
very competent, economic advice. That is, you have the same problem 
in this country of how much you can produce and how to produce it. 
In other words, it is an integrated proposition. 

Now why we should continue what was primarily a purely eco- 
nomic rehabilitation organization of substantial size, when 90 or 95 
percent of the problem is defense, with incidental economics, I think 
is something we will want to get the best opinion on that we can, per- 
haps from the people here. 

General Gruentuer. I think you will get better opinion from other 
witnesses than from me on that, sir. 

Senator KNowianp. Mr. Chairman, I would like to ask the general 
a question. 

The CuHarrMan. Very well. 

Senator KnowLanp. General, with regard to the air situation, you 
testified that the headquarters there is giving very close attention to 
the build-up in our air power, 


WISDOM OF SUPPLYING ALLIES WITH MODERN AIRCRAFT 


This question came up before the Senate Appropriations Committee 
the other day. Senator Lodge testified and Secretary Finletter was 
present. We have a situation where we are called upon to furnish a 
certain number of jet planes, including bombers, to the NATO coun- 
tries. At the same time, the Air Force indicated in the press release 
the other day that they were having to curtail their reserve program 
because of it. 

Now looking at it from the worst viewpoint, if we supply a good 
many of the latest type jets, which are highly expensive. to a half- 
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dozen countries, and then when the chips are down, one or the other 
of those nations, because of the pressures upon them, declare them- 
selves out and are neutral, if those planes were being flown by the 
American Air Force, and France got out, you could transfer the planes 
very readily to England or Italy, or vice versa. 

I am not casting reflections on any European country, but I am just 
looking at the facts. Whereas if we supplied a great deal of our latest 
type air equipment, we may find that chase planes are neutralized and 
will not be available to us when the chips are down. 

General GruentHer. With regard to that, I think your question 
‘arries with it an implication of second-class troops. While you are 
not reflecting on any nation, it does cast an implication of second-class 
troops over there. You may not accept that implication, but I feel 
that is our job to see that there are not second-class troops. (Deleted). 

That is where we think General Eisenhower can do a great deal of 
good, and in the organization we have to bring them up. 

Senator Knowtanp. I do not think it necessarily carries the impli- 
cation of second-class troops, but I can see where we can go along 
and help them reequip their land forces and make our contribution, 
which we have done, assuming a larger share, perhaps in the burden 
of air power, but the air power will be under our constant control. 

General Gruentuer. [Deleted.] I would say this: If you can get 
French pilots to man an F-89 and do it as well as an American unit 
can do, it is going to be again to our advantage to have a considerable 
number of those because they are going to be there at the time they 
are necessary. 

Senator Know ann. Even though American units may be flying 
obsolete planes at the time you are doing that and that they may or 
may not be readily available to you when you need them ? 

General Gruentuer. Of course, the alternative is that we have to 
have modern planes there. 

Senator Know.anp. We all agree on that. 

General GrurenTHeER. My idea on that would be that to the maxi- 
mum extent we can do it, we ought to bring the Belgians and the 
French up to the extent that they can handle it. 

Senator Knowianp. Even though while we are equipping them we 
are maintaining to a considerable degree an obsolete Air Force of 
our own? 

General GruentHeER. I would not want to have an obsolete Air 
Force. I would not want to have it go that far. I recognize the 
difficulty, but as a principle, I would like to see the French and the 
Belgians and the Dutch brought up to the limit they can handle. 
It is still going to be a relatively small proportion of the total going 
to our own Air Force. 

Senator Lover. Following up that question of Senator Knowland’s, 
as I understand your position it is that all other things being equal 
and assuming that all nations have the equally modern air forces, 
manpower still remains the nations’ prime asset. And if we can 
have allies who can do some of this dangerous business as well as 
we can, it saves our manpower, and it is more important to save our 
manpower than it is to save our planes. Is that not true? 

General Gruentuer. I would think so; yes, sir. 


( Deleted.) 
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COMPARATIVE EXPANSION OF UNITED STATES AND EUROPEAN ARMIES 


Senator Brewster. There have been comparisons made here which 
sometimes have been difficult to understand and which have given us 
concern, that we have put 1 million men into the Armed Forces this 
last year—something like that—while all of Western Europe has 
put in 150,000. : 

Now, your statement has been, I think, to Senator Lodge, that that 
was as fast.as they could be equipped. 

Well, I understand that very many of our troops are not equipped 
for combat, but we have put them in training. 

Now, is that going to be an adequate answer to the American people 
that the Europeans have only mobilized this very small number because 
of inadequate equipment, when we have mobilized 10 times as much 
with inadequate equipment ? 

General GRUENTHER. It is inadequate equipment, sir; and also, of 
course, there is the question of the facilities for them, the barracks and 
so forth. 

Senator Brewster. They had barracks over there for a much larger 
number of divisions in Europe. 

General GruenrHER. Most of them have been converted to other 
purposes since the war. <A lot of those have been converted there. 

Senator Loner. Is it not true, General, that they had more to start 
with than we did in proportion to their population ? 

General GruentHer. Yes. 

A year ago, they were ahead of us and now, of course, we are ahead 
of them. 

Lieutenant Colonel Goopraster. A year ago they had 1.1 percent of 
their men in uniform and we had just less than 1 percent. At the pres- 
ent time, we have 2.3 percent and they have gone up from 1.1 to 1.3 
percent. 

Senator Brewster. You see that is very startling. They have in- 
creased two-tenths of 1 percent while we have increased 114. 

Lieutenant Colonel Gooppasrrr. Their expansion program will 
carry them up to 2.35 percent. 

General GruenrHeER. Another point, Senator Brewster, is this, that 
you are talking actually about the number of troops that the United 
States has put into active service. Again you come into a fundamental 
difference in systems between the two, because the European system is 
largely a mobilizable system. The number of divisions that you are 
going to be able to get mobilizable on D-day is a very important factor. 

I do not think we will ever be able to reach, in being over there, the 
actual large numbers of standing armies. It is going to be in the sense 
of improving their reserve system and having those people who can 
be called out and be ready for battle within a few days that they will 
be making their greatest contribution. 

Senator Brewster. Of course, we hear so much about the urgency 
and the critical character and yet it is very obvious that unless these 
men are put in training they are not going to be of much use for 
anything. We are training troops with adequate equipment. They 
are not training them. 

Did you get the figures that the colonel gave? 

The Reporter. Yes, sir. 

Senator Brewster. You got those down. I think that is very inter- 
esting. 
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It does reveal a glittering contrast between what we have done in 
the last year and what they have done. 

General GruentHeR. I am not sure that the figures exactly tell the 
whole story, Senator, because, again, we are working toward the large, 
active army here, and we are working over there for a large effective 
army that has two parts to it, the active part and the reserve part. 

I am not trying to defend them over there, or to say that this has 
gone forward as fast as we think it should have gone forward. There 
is no question about that. There is no difference of opinion, there. 
The only thing I would put a caveat in is that in those figures, we did 
get a certain increase in people actually in the Armed Forces. That 
is not necessarily the criterion that you should use. I think if you 
are going to use it, you probably should say the number in the active 
and plus the number in reserve. That would give them a most fa- 
vorable break. Actually I wouldn’t even accept that because how much 
training have those people had in the reserve. We are right out there 
now criticizing them severely. 


FACTORS BEARING ON EUROPE’S ARMED STRENGTH 


Senator Brewster. I thought it most unfortunate that one of our 
witnesses pointed out that they had 30 percent more troops under arms 
than they had in 1938, That is interesting, significant, and calculated 
to say that they are in great shape. 

The minute you compare the reserves, which as you say is the great 
system in Europe, they probably have 80 percent less in reserve than 
they had at that time, have they not, as far as training is concerned ? 

General Gruentuer. As far as training is concerned, probably, but 
that is the reason we are pushing on that. We are pressing on that 
and pressing very hard. 

Senator Loner. Is it not true that since 1938 they have had the most 
devastating war in human history and that they have been much more 
severely and adversely affected by that war than we have? Is that not 
also true! 

Genera] Gruentuer. J believe so. 

Senator Lover. That fact has to be borne in mind to consider the 
relative efforts of the two countries. 

(Deleted. ) 

Senator McManon. If they were able to do as well as we could, we 
wouldn’t be there. 

Senator Loner. We have such a strong economy and are such a 
strong country. 

They are not our equals in economic strength and democratic 
strength, are they? 

General GroentHER. No, sir. 

I think in this combined committee here, I think you have an ex- 
tremely important job here. I am not talking about this European 
problem alone but I am talking about the world problem that faces us 
generally in the next few years, of which a very significant segment 
is over there. I was delighted that your committee was able to come 
over, Senator Connally, and I hope that the Armed Services Com- 
mittee can come over and look at it. The problems are complex. We 
are making progress, and it has given you a good background but 
you are really the people we are going to have to depend upon. I am 
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talking about the world having to depend upon the United States for 
leadership. 


UNITED STATES SHARE OF THE BURDEN 


Senator Brewster. The result of the situation today is, since they 
have been unable to put men in training or under arms for some rea- 
son, that if any difficulty occurred at any time in this next year we 
would still be carrying 80 to 90 percent of the fighting load over there 
in Europe as we have in Korea. 

Whether it was planned that way or whether it could have been done 
differently I don’t know, but I think the American people are entitled 
to know that that is the fact. 

Senator Longe. Is that a fact? Is it 90 percent? 

Senator Smiru of New Jersey. I do not think it is a fact. 

General Gruentuer. I think you have probably overstated the 
case. 

Senator Brewster. Let us make it 75 percent, then. 

General Gruentuer. I think you can make the case that we are 
going to carry a considerable burden. However, the point is really 
academic. If aggression occurs in the next year or in the next few 
months at any rate, they are just going to be in a terrible shape. 

Let us move ahead a year. That same situation is not going to exist. 
I say a year from now we shall be in a position where any aggressor is 
going to have to stop, look, and listen. 


PROGRESS MADE iN EUROPE SO FAR 


Senator Brewster. Our papers are constantly repeating “Ten 
French divisions in December.” I have read it almost daily. That 
is absolutely misleading to the American people and I do not think 
it comes from the record. It is not 10. It is five [deleted]. I think 
that is bad. It is 10 divisions in our defense there. In Germany. 

General GrueNTuer. Senator Brewster, on that, before we start 
criticizing too much on that, I would suggest that we look at ourselves, 
because last fall, we were talking about the number of divisions we 
had, and we were not applying the factor to those. I mean you are 
running into a hardboiled evaluation here. [ Deleted. | 

Last ‘October, with regard to our divisions which were called in, we 
didn’t say it was 20 percent of a National Guard division. 

Senator SatronsTaLi. You are optimistic ? 

General GruentHeER. Very, very definitely. 

Senator Gillette stated last Sunday when he was over there that 
as he saw the complexity of this problem, he was rather overwhelmed. 
When I arrived there in February and saw the complexity of the prob- 
lem there, I thought it was impossible of solution. Things have gone 
ahead much more rapidly and much better than I ever thought pos- 
sible. 

I think General Eisenhower ioe done a marvelous job. He has a 
headquarters there that is inspired with the conviction and with the 
faith in this project and in turn it is beginning to cause the Europeans 
to have faith in themselves. 

The number of Communist cards that are being taken out in France 
is dropping regularly. The 500,000 that they lost in the popular vote 
in the last election, you know about. 
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Senator Sauronstautn. You say this year is bad, next year is bet- 
ter; if we keep it going for 3 years—— 
General GruentTHER. We will be in good shape. 


THE KREMLIN’S INTENTIONS 


Senator Know.aNnp. Let us get back to the question raised by Sena- 
tor McMahon the other day. Reversing the process, if you were sit- 
ting in the Kremlin, why would you wait for 3 years, knowing that 
this build-up on our part is going ahead ? 

General Gruentuer. I think he hasa dilemma he cannot lick. First 
of all, he has a fanatic belief in his own economic system. [Deleted.] 

I feel very strongly that they do not necessarily feel that they have 
to go to war. But even if they do feel that they have to go to war, 
they have a most difficult decision to make right now, when they con- 
template this industrial potential that we have over here. 


COMPARATIVE UNITED STATES AND EUROPEAN EFFORT 


Senator Knowrianp. Based on the theory [deleted] you have just 
mentioned, of course, does that not also present a problem to us, in that 
as late as 1934 the total tax revenues of the Federal Government were 
2.6 billion dollars? We are now proposing to appropriate approxi- 
mately three times what our total revenues were just 17 years ago, to 
Europe, with a tax revenue last year of $50 billion, which is the highest 
in our Nation’s history. We now have a tax bill of $7 billion more 
which has passed the House and which is before the Senate, and the 
President has asked for $3 billion in addition to that. So we come 
to a jumping-off place as to just how large a burden this country can 
bear over an extended period of time. 

General Gruentuer. I grant that. I feel that if any group can 
solve the problem, your group can. How we are going to keep the 
economy viable amid all this stress and strain, I recognize is a problem 
and I think we can solve it. 

Senator Knowxanp. I think the American people have been pre- 
pared to take a very heavy burden and are still so prepared but as 
Senator Brewster pointed out, I do think when it comes to this ques- 
tion as to what the Europeans have actually brought into being in 
the way of troops, it becomes a very material question. After all, self- 
preservation is still the first law of nature and while I recognize that 
we are in Europe not to defend Europe but to defend America, never- 
theless, they are the people who are directly under the gun and they 
have a primary responsibility to prepare for their own defense, be- 
cause the Government has very little reason if it is not prepared to 
defend its own people. 

General GruentueR. Yes, sir. I recognize that and I can assure 
you that General Eisenhower is emphasizing that all the time. 

We had a man for lunch 2 weeks ago and General Eisenhower was 
hitting very hard on the urgency of the problem and these things you 
are talking about. Our guest said, “This will work out all right if 
you will only be patient.” General Eisenhower said, “If they want a 
patient man here, they have selected the wrong man. I had a chance 
to exercise my patience at Columbia University, but they brought me 
here and I assumed they wanted someone other than a patient man.” 

He is stressing that all the time. [Deleted.] 
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While we are sorry the figures that Senator Brewster brought out 
are the way they are, I do not think they are quite as significant as 
you say they are. 


SECURITY OF INFORMATION GIVEN TO COMMITTEE 


The Cuatmman. General, will you wait just a moment? I have 
something to take up with the committee. 

The members of the committee are constantly drifting out. I 
wanted to impress upon all members of the committee that the testi- 
mony here is of a top-secret character. We don’t want to have any 
discussion by anybody about the facts and figures submitted by the 
General, because it is vital information. It would be very bad if 
there was any leak as to the figures in the testimony which General 
Gruenther has submitted. We had a leak yesterday on General 
Collins’ references to Spain. Well, those things don’t do any good. 
I hope the committee members will bear that in mind. I know how 
easy it is incidentally to mention something in a conversation, but 
we must guard ourselves and not give out anything whatever. 

Senator Longe. Mr. Chairman, I am very glad that the chairman 
has made that observation. I think when a man like General Gruen- 
ther comes here and gives us this information and then there are 
leaks it makes us appear ridiculous and contemptible, as a matter 
of fact. 

We are making a record here which will be edited for security. 
Everybody has had a chance to ask questions, and when that record 
is published, it will be the most democratic way possible of informing 
"ublic opinion, and nobody can possibly suspect that one side is 
aoe favored over another. So I am glad you have made that 
announcement, and I hope the first the public knows of this will be 
when the edited record is printed. 


EDITING OF HEARINGS 


The Cuatrrman. Who is going to do the editing ? 

Senator Lope. The Defense ‘De ‘partment. 

Senator Brewster. As I understood, the C ongress had reserved the 
right throughout, that in the final analysis the committee here would 
also have some consideration of what was properly classified. I think 
some representative of the committee should know about that. I think 
the committee has that responsibility. 

The Cuatman. I think so. We will try to work that out. The 
staff will take note of that. [ Deleted. | 

Senator Green. General, I thought you assured me you would do 
the editing in the first instance. 

General Gruenturr. I just heard what the chairman said. 

Senator Green. That is further editing. You go through it first; 
then the Defense Department goes through it, and then the committee 
goes through it for the third time. 

Senator Brewster. The thing was that we had a right to reedit; 
that if there was a disagreement, the committee has reserved the right 
in final analysis to possibly exercise its prerogative. The fact that 
he takes things out doesn’t necessarily mean they stay out. That is 
the point. 
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Senator Loner. If anything that the military consider to be secret 
is going to be released to the public, I certainly want to know about it 
and have an opportunity to consider it. I think that is a highly 
undesirable procedure. I don’t think we are competent to decide 
what is or what is not a top military secret, and we are getting awfully 
close to trying to run the military when we are getting into that. 

Senator Brewster. As I understand it, it is the responsibility of 
the Congress to run the military, not of the military to run the Con- 
gress. I don’t anticipate that this issue will ever arise, but I do not 
think that the military should make that decision. 

Senator Loner. I would like to have my friend show me the provi- 
sion in the Constitution that says that the Congress shall run the 
military. 

Senator Brewster. It says it shall provide for it and shall make 
rules and regulations. 

Senator Longer. The Senator is a very brilliant lawyer, and he 
knows as well as I do that that isn’t the same thing. 

Senator Brewster. We ran the MacArthur hearing on that basis, 
and I thought very successfully. That was certainly the whole thing 
on which it was predicated, and the committee had the final analysis. 
It was the chairman of the Armed Services Committee that laid that 
principle down very clearly and emphatically. 

Senator Green. But there is also the statement that was made in 
the presence, I think, of all the Senators here, that General Gruenther 
would proceed with the understanding that he would edit his remarks 
later, so that IT think he may have said things that he did not believe 
the committee was going to pass out later. He has a right to elim- 
inate them. 

Senator Brewster. We certainly don’t want a misunderstanding on 
that. 
Senator McManon. Mr. Chairman, can I ask the general a ques- 
tion? 

First, I want to congratulate you on the fourth star. 

General Greentuer. Thank you. 

Senator Smrru of New Jersey. I think the entire committee would 
like todothat. I would like to add a word on that. 

Senator McManon. I think it meets with the approval of everybody 
here. 


POSSIBILITY OF WAR THIS YEAR 


General, Senator Knowland made reference to a brief colloquy that 
I had with General Collins yesterday concerning the possibility that 
they might decide to go this year. I appreciate the arguments against 
it. However, the more I think about it and the more I put myself 
in their position, the more I am inclined to enlarge the chance that 
thev will go this year. 

You see, as General MacArthur said, and I pointed out yesterday, 
they are probably beginning to believe their own propaganda. They 
have been talking about us going to conquer them now, and that we 
are warmongers and all the rest. Now they see these bases being 
established and Western Europe going strong, and they may well 
come to the conclusion, “We can’t go 2 or 3 years from now; they 
will be too strong, and the temptation on them to divorce themselves 
from the tax burden and the regimentation which is hostile to their 
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form of government will be so great as to force us to attack, then the 
best chance we have got is to go now. 

I made that statement to General Collins yesterday, and would 
make it again to you. In fact, I hadn’t intended making it again; I 
told General Persons about it, or called his attention to it. I do hope 
that you gentlemen will stay on the alert with what little you have, 
to avoid another Pearl Harbor. 

I may be as wrong as I can be, but as I said yesterday, maybe it is 
a little intuition working, but I am afraid of them and I am afraid 
of them in the next 60 day s, and of what they are going to do. 


EDITING OF THE HEARINGS 


Senator Lover. Mr. Chairman, I have been advised since Senator 
Brewster and I had our little colloquy that at the time of the Mac- 
Arthur investigation it was voted by the two committees, and an 
agreement was ‘reached, that war plans and notes and minutes of the 
Joint Chiefs of Staff were never to be released, and it seems to me 
that that would be a very good rule for us to adopt here, inasmuch as 
it is the rule we adopted in those two committees. 

Have you any objection to that‘ 

Senator Brewster. Very good. The thing I like is the recognition 
that the committee did it. 

Senator Loner. I move, then, that insofar as these proceedings are 
concerned, anything that is war plans or notes and minutes of the 
Joint Chiefs shall not be released. 

Senator Smrru of New Jersey. I second the motion. 


The CHatrman. All in favor say “aye.” Opposed, “no.” (The 
motion was unanimously carried. ) 
All of you take notice. 


ALERTNESS TO POSSIBLE RUSSIAN ATTACK 


General Gruentuer. If I may say something, sir, with respect to 
the point that Senator McMahon mentioned, which had to do with 
the question of an alert or the question of a Pearl Harbor, I can assure 
you that the question of alertness is very much in the minds of these 
troops who are up here in the front line all the time now. 

I will give you an illustration to high light the point right about 
here [indie ating east of Koblenz on exhibit ‘Al the Soviets are having 
their maneuvers now, and since all they have to do is move on out 
some night, it is a period of the greatest kind of alertness for our 
forces, 

One of our men from a certain United States regiment in Germany 
found out that his was the regiment that the maneuver called for to 
be attacked by the Russians. That was the kind of maneuver the 
Soviets were playing at that time, that this particular infantry regi- 
ment would be the object of the attack. So that you have got that 
sort of spirit among troops all the time. 

Well, our soldiers do not know whether the Russians are kidding 
or not. We don’t know whether they are kidding either. I hope 
that what I have said on the question of coming to a conclusion that 
they are not going to attack does not lend any fear that we are lulling 
ourselves into a secluded type of philosophy that they can’t attack. 
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We recognize that they have the power. All they have to do is to 
say the word. 

We have tried to reason it out. You could reason it out the other 
way just as well. 

But on the question of alertness, Senator, I believe that we are 
doing the maximum on that. [ Deleted. ] 


PROGRESS PAST AND ANTICIPATED 


Senator KNow.anp. General, when you were here a year ago tes- 
tifying you had a similar map, and merely so that we can have a 
realistic look at the picture as to what the situation is as of August 1 
this year with, say, a year ago, you had indicated vour estimate as 
to where they might get on D-plus-30, D-plus-45. Has that program 
materially changed. 

General Gruenruer. Not significantly changed, but you see the 
question is, if they could have gotten to D-plus-21 last year and it is 
D-plus-30 now, it is the same difference, so that from that standpoint 
we haven’t begun to cash in yet. 

I would like to be able to come a year from now and show you this. 
IT would hope to have those arrows blunted considerably by a year 
from now. 

I recognize, of course, that the intelligence people have allowed 
their imaginations to run a little bit wild on some of these, but where 
you have this great disparity of power it is within their capabil- 
ities to do it. 


NEED FOR PUBLIC INFORMATION ON THE PROGRAM 


Senator McManon. General, how are we going to handle this busi- 
ness of the breakdown? We talked to General Collins about. it 
yesterday. He was reluctant to break it down country by country. 
Senator Lodge, I think it was, pointed out to him yesterday that 
we are up against a pretty tough proposition, too. When we are 
asking for $5,200,000,000 they might say, and I think I quote the Sen- 
ator correctly, “Why not $5,100,000,000? Why not $5,300,000,000?” 

We have got to have some rational justification for it. Do I state 
the problem, Senator Lodge? 

Senator Loper. Yes. I think we have got to be able to meet the 
questions of those who are still in doubt as to the merits of this pro- 
gram, and while I quite understand that you don’t want to break it 
down into weapons because that gives so much intelligence to the 
enemy, it will certainly help those of us who believe in this program, 
as I do, to be armed with as many facts as possible when it comes 
to presenting the issue on the floor of the Senate. 

General Gruentuer. I don’t know what General Collins said. My 
particular philosophy is that you should have all the facts. The 
question, though, of presenting those same facts on the floor of the 
Senate presents another matter, and I don’t know whether that is 
what you were addressing yourself to. 

Senator Loner. We want stuff we can use. 

General Gruentuer. So far as I am concerned, you can ask any 
question, I don’t care what it is, and I will attempt to answer it. But 
from the question of publicizing them, that is another matter. 
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Senator KNowLanp. What we are up against, we are handling our 
own appropriations bills for the Army and we can go on and say, 
“This amount of money is for a 70-group Air Force,” or “This amount 
is for so many battleships and a carrier,’ and so on. There is a 
justification. 

Now the American people are being asked, in effect, to assume part 
of the burden of the defense establishment of X number of countries. 
and we are in a position where I think that legitimate questions will 
be raised: “Well, what are we buying with this amount of money 
we are being asked to put in there?” 

General Gruenruer. If this figure—exhibit D—were made avail- 
able, would that solve it, or do you have to have the breakdown as 
to country ¢ 

Senator KNow.anp. I think we would need more detail than that. 
It has to be done within the realms of security and at the same time 
to answer the legitimate questions which every one of the 96 United 
States Senators has a right to expect some intelligent answers to. 

Senator McManon. You see how they get up on the floor. Those 
who are against it as a matter of prince iple use that as the spearhead 
of the attack: “You want a blackjack for $5,000,000,000. You don’t 
even know what it is going to be used for. Maybe they are going 
to put it into Eskimo pies, for all we know.” 

Senator Know.anp. Or they will say, “The military are going to 
establish this precedent, and next year they will come along ‘and ask 
for $60 billion without saying what it’s for. 

Senator Brewster. Is it your idea that that might be released ¢ 

General GrugentHER. That is what I was wondering. 

Senator Brewster. It would help a good deal. 

General Gruentuer. I have the breakdown by countries here, and 
I can give it to you if you wish it, but from the standpoint of putting 
that out as public material, my recommendation would be strongly 
against it. 

(Classified information was supplied the committee. See pp. 270- 
274 for related charts. ) 


COMPARATIVE COST OF MUTUAL SECURITY PROGRAM AND “FORTRESS 
AMERICA” IDEA 


Senator Hicken.oorer. General, I asked this question of General 
Collins yesterday. I am not sure that I made clear what was behind 
my question, but it is a question that is asked, and I would like to have 
as good an answer as you can publicly give it, because I will be asked 
it again from time to time. This question does not have any conno- 
tation that I am opposed to this program. There isn’t anything of 
that kind in it. But there are a great many people in this country 
who are constantly raising the issue that we should pull out of Europe 
and take care of our own back yard and defend ourselves. I think 
everyone is aware of that. 

It would be very helpful to me, certainly, if we could have some 
reliable estimate. Perhaps the Joint Chiefs of Staff is the real place 
to get this, and that is why I asked Collins yesterday about it. Some 
reliable answer is needed as to how much extra it would cost us to 
attain a somewhat comparable degree of security if we just stayed 
within our own borders here and assumed responsibility for our own 
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defense, as compared to the expenditures which we are making at 
home and abroad in this European program. 

Now, those who are completely sold on the European program wil] 
say, “Well, it is unthinkable that we retire to our own shores and 
defend our shores,” and they brush off this other. But there are a 
great many people who would seriously think twice about the situa- 
tion if we could get a figure, let’s say, that it would cost twice as much 
in military expenditures on our part if we just retired here to our 
own borders and forget about the stimulation of European defeise. 
I am not talking about the desirability of fighting a war far away 
from our shores. That is another element. 

General Collins said he didn’t have any figures, or even a reasonable 
estimate, on that, because they hadn’t devoted their time to that. But 
it is a question that is asked, and if there is an answer to it, it would be 
very helpful to give to these people who raise this question. Many 
of them raise it very sincerely. They are not insincere about it at 
all. 

( Deleted.) 

Senator Satronstaty. I say to my friend from Iowa, I don’t see 
how you can raise that question without raising the question of man- 
power also. It isn’t a question of buying equipment alone; it is a 
question of how many lives of our boys we are going to save by 
doing it this way. 

Senator McManon. General, I wish you would give some more 
thought to what you can add, and maybe talk to Collins about it, in 
addition to that chart; what can safely be given. You understand I 
am in favor of not giving anything away, but I am talking about 
handling it upon the floor. 

The Cuatrman. All right; is that all? 

Thank you, General. It has been very constructive, very helpful. 

(Exhibits A through F, and exhibit H, referred to by General 
Gruenther, were classified ; exhibits G and I follow.) 


AcTUAL AND AuTHorRIzED LENGTH OF ARMY CONSCRIPT PERIOD 


This chart shows the length of conscript period for NATO nations as of June 
1950 and June 1951. It also shows the current period authorized by law in those 
cases where it exceeds the concurrent conscript period. The chart brings out the 
following points : 

(a) There has been an increase in the length of conscript service in every 
country shown with the exception of Portugal. 

(>) Holland and Portugal are not keeping conscripts in training as long as 
authorized by law. 

(c) Two countries, Belgium and United Kingdom, have reached the 24-month 
goal which SHAPE would like to see in effect. 

(d) There are planned or prospective changes in certain countries which do 
not show on the chart. Denmark, France, and Holland are planning to lengthen 
period of service. 

(e) In France, Italy, and Portugal the term of service in the Navy is longer 
than in the Army. 


COMPARISON OF EARNING POWER IN TERMS OF Hours OF LABOR 


This is a cost-of-living chart designed to show the superior position of the 
United States as compared to other NATO nations, in terms of costs of two 
typical, basic commodities. Note how far off the Italian standard is as compared 
to the other countries. 


(Whereupon, at 12:40 p. m., the hearing was recessed, to reconvene 
on Thursday, August 2, 1951, at 10:30 a. m.) 


Exuisir G 


ACTUAL AND AUTHORIZED LENGTH OF ARMY CONSCRIPT PERIOD 
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MUTUAL SECURITY ACT OF 1951 


THURSDAY, AUGUST 2, 1951 


Unirep Stares SENATE, 
ComMiItTrEeE ON Foreign ReEvations, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D.C. 

The committees met, pursuant to adjournment on Wednesday, Au- 
gust 1, in the Foreign Relations Committee room, United States Cap- 
itol, Senator Tom Connally (chairman of the Foreign Relations Com- 
mittee) presiding. 

Present of the Committee on Foreign Relations: Senators Connally, 
Green, McMahon, Sparkman, Gillette, Wiley, Smith of New Jersey, 
Hickenlooper, Lodge, and Brewster. 

Present of the Armed Services Committee: Senators Hunt, Stennis, 
Saltonstall, Morse, Knowland, and Cain. 

(Senator Byrd, acting chairman of the Committee on Armed Serv- 
ices during the absence from Washington of Senator Russell, was 
absent, presiding as acting chairman at a previously scheduled meet- 
ing of the Senate Committee on Finance.) 

The CuarrMan. Come to order. 

The transcript of the meeting of Wednesday, August 1, fails to 
show the following Senators as being present: Senators Stennis and 
Bridges. They want the transcript to show that they were present. 

Without objection, the transcript will contain that information. 

We have this morning Ambassador Spofford and Ambassador Mil- 
tion Katz, Mr. William S. Batt, and General Kibler. 

Mr. Spofford suggests that he will go ahead and make a statement, 
and then if any of the members care to ask questions of any one of 
this group they may do so. 

He does that on the theory that it will shorten the hearing. Is 
there any objection to that plan? 

Mr. Spofford, will you identify yourself for the record, give us 
your duties and background ? 


STATEMENTS OF AMBASSADOR CHARLES M. SPOFFORD, SENIOR 
UNITED STATES REPRESENTATIVE IN EUROPE FOR MUTUAL 
DEFENSE ASSISTANCE AND CHAIRMAN OF THE EUROPEAN C0- 
ORDINATING COMMITTEE; MAJ. GEN. A. FRANKLIN KIBLER, 
REPRESENTATIVE OF GENERAL HANDY (MILITARY REPRE- 
SENTATIVE FOR THE MUTUAL DEFENSE ASSISTANCE PROGRAM) 
ON MUTUAL DEFENSE ASSISTANCE MATTERS; AMBASSADOR 
MILTON KATZ, UNITED STATES SPECIAL REPRESENTATIVE IN 
EUROPE; AND WILLIAM §S. BATT, UNITED STATES REPRESENTA- 
TIVE ON DEFENSE PRODUCTION BOARD 


Ambassador Sporrorp. We appear before your committee this morn- 
ing as members of the European Coordinating Committee. I should, 
for the record, like to identify us as your witnesses and state briefly 
our connection with the organization overseas. 
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Ambassador Katz is, as you know, the special representative for 
ECA in Europe who is the senior European representative for Unite: 
States economic aid. 

General Handy is the senior United States representative for mili- 
tary aid. General Handy, because of his other duties as commander 
of our forces in Germany is not in Washington, but is represented b) 
Major General Kibler, who is Director of the Joint Ameri ican Military 
Advisory Group. 

Mr. Batt is the senior American man on European production and 
as such represents the United States on the Defense Production Board 
of the North Atlantic Treaty. 

The Cuarrman. How long have you been in this work, Mr. Spofford ’ 

Ambassador Srorrorp. Just over 1 year, Mr. Chairman. 

The CHarrman. Did you succeed somebody else ? 

Ambassador Sporrorp. No, sir. I am the United States repre- 
sentative on the North Atlantic Council of Deputies and that post 
was created just a year ago, newly organized. 

The Cuatrrman. Very “well, sir. We will be pleased to hear you. 
You may proceed. 

Ambassador Sprorrorp. I might say one other word with regard to 
the four of us. In my duties, I am Chairman of the European Co- 
ordinating Committee, which is this group sitting with you this 
morning. Our job is to coordinate and unify the effort in Europe. 

The carrying forward of the United States policies in the North 
Atlantic Tre: aty Organization is at best a complicated and difficult job. 

We, through regular meetings of a combined staff which we have 
established, have considered it our function to attempt to unify, co- 
ordinate, and give effect to American policy in Europe. 

Mr. Chairman, a majority of the Foreign Relations Committee was 
met with in Paris. We each made statements which are a part of your 
record and we were examined by your committee. 

We are prepared to elaborate on those statements if you wish us 
to do so. 

It seems to me that I might very briefly summarize the position as 
we see it in Europe in extremely broad terms, as a basis for the ques- 
tioning of our committee by you, sir. 


IMPROVEMENTS IN EUROPE DURING PAST YEAR 


I think the most useful thing we can do is to have a look at the 
developments over the last year. In very general terms let me sum- 
marize them m this way: 

In terms of the increased physical strength of Europe, its increasing 
ability to defend itself, we believe the record shows there has been 2 
definite increase and a move in the right direction. In terms of men 
in uniform, training, and organization, we believe the military posi- 
tion has improved. 

You went into that yesterday with General Gruenther. General 
Kibler is prepared to discuss the military aid program as a part of 
that development. 

We believe there has been a definite and substantial increase in the 
general back-up of the military strength in ae By that I mean 
the resources which the European countries are devoting to their de- 
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fense effort. That can be measured in terms of increased defense 
budgets which, while not yet comparable to the increases which have 
taken place in the United States defense budget, represents a sub- 
stantial increase over pre-Korean rates and we believe shows a definite 
commitment of an increased share of the European resources to the 
defense effort. 

As a part of that, as Mr. Batt will develop in further detail, pro- 
duction of military equipment has substantially increased and ap- 
proximately doubled during the past year. 

As a back-up for both the physical strength and the economic com- 
mitment to the support of that physical strength, I should like to say 
a word about the element which I. know General Eisenhower has 
emphasized in his talks to your committee. That is the morale, con- 
fidence, will, and determination to resist among the Kuropeans. We 
believe there has been a definite and substantial improvement, partic- 
ularly during the past 6 months, in that respect. 

As evidence for that, we can cite, I think, the political action, the 
legislation which European parliaments have adopted in important 
respects; budgets which I have mentioned, and increased terms of 
military service, the latter which have increased in the case of every 
country except for Portugal, as your record shows. 

We think this increased determination and confidence is also evi- 
denced by its steps in certain important countries to further control 
the Communist organizations within; the increase in the certain re- 
spects of civilian controls of resources; a diminishing, we believe, of 
the neutralist tendencies about which we heard a great deal last year. 

This year we hear a great deal less about that. 

I might mention the fact that after each of the Cabinet crises, of 
which we have had several important examples in the past year, Cabi- 
nets have come out with firmer programs, increased programs, backing 
the defense effort. 

I mention the Netherlands and the United Kingdom as examples of 
that, and recent developments in Italy, I think, also serves to support 
that general observation. 

Now, the reasons, I think as we see it, for this increased strength 
in the defense posture in Europe, an increasing confidence and deter- 
mination to defend itself are basically two. 

One is, of course, the appointment of General Eisenhower and his 
leadership. 

The second is, I think, substantial increases in deliveries of equip- 
ment under the military assistance program. 

Signs of physical strength are beginning to appear on the ground 
in Europe and to get strength in the minds of Europeans, we believe 
the deliveries of equipment have been a most important factor in what 
we consider to be an improved situation as far as European morale 
is concerned, 

I do not think any of us would say the condition is satisfactory. 
It is uneven as between countries. It is uneven as between different 
elements of the defense programs within countries. But, generally 
speaking, there is, we believe, an uptrend in all respects. The trend 
is in the right direction and, we feel, offers grounds for encourage- 
ment. 
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PROBLEMS AHEAD 


To be sure, there are some deterrents to quicker and more effective 
action which we think offer serious problems and are among the prob- 
lems we face in our respective jobs daily. 

One is a fear of inflation, which is a very deep-seated fear among 
Europeans. One is the fact that the total magnitude of the program, 
the extent in terms of time and magnitude of resources, has not been 
made fully clear to the Europeans, and they are skeptical of an in- 
definite program of austerity. 

We think those problems can be met. I think we feel in summary 
the favorable factors now operating outweigh the unfavorable fac- 
tors, and with the momentum which we feel the defense effort has 
established, notably during the last 6 months, we should see a con- 
tinuing improvement in the defense posture of Europe and we should 
hope at an accelerating rate. 


UNITED STATES AID ESSENTIAL 


It is unnecessary for me to say that an essential element in the 
program is, of course, the United States aid, both in terms of economic 
assistance and military assistance. 

You have laid down the policies which are the basis for those pro- 
grams. We all firmly believe in those policies, or I think we would 
not be engaged in the job we are now in. 

The continuation, in our judgment, of the United States program, 
both in terms of military and economic aid, is essential not only from 
the physical standpoint—the standpoint of equipping the forces as 
the forces are trained and ready to receive the equipment; the stand- 
point of cushioning this inflationary factor which is one of our more 
serious problems—but even more of a problem is the consistency of 
United States policy in resisting the Soviet menace. 

Gentlemen, that 1s an extremely broad and extremely summarized 
analysis of what we developed in considerably more detail in the 
Paris hearings. We are prepared to develop it in considerably more 
detail in whatever manner you, sir, would like to suggest. 

The Cuarrman. Very well. 


ECONOMIC AND MILITARY AID BEYOND 1952 


Mr. Spofford, the original Marshall plan was designed, to come 
toanend in 1951. This bill which is sent up here for us, however, goes 
on over into 1953; does it not? 

Ambassador Sprorrorp. Yes, sir; it continues economic aid through 
the coming fiscal year. 

However, I think it should be clear that economic aid will be de- 
voted to underpinning the defense effort, and that, to a substantial 
degree, has already occurred. 

Marshall-plan aid has, during the past few months, been oriented 
more in the direction of defense, and certainly the amounts provided 
for under the bill will be directed toward supporting the increased 
defense effort of Europe. 

The Crarrman. We have been told all along that this future pro- 
gram would divert money from the ECA and carry it over into mili- 
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tary preparation. You are continuing both of them in this bill. Is 
that right? 

Ambassador Sporrorp. I should like for Ambassador Katz to com- 
ment on that, but I might answer in this way, Mr. Chairman: I think 
initially it was the policy of ECA that the Marshall-plan aid was not 
to be used to support the military programs in Europe directly. Now, 
the facts of life over there have changed a good deal since the 
Marshall plan was originally enacted, and I do not believe any of us 
over there now feel that there is any question but what such economic 
aid as the United States gives ought to support the military program. 

Without some support in that form, the European military defense 
effort will not firm up as effectively as it otherwise would. 


RELATIONSHIP OF ECONOMIC AID TO MILITARY PRODUCTION 


Senator Loper. Do I understand you to mean that all the economic 
aid is directly useful to the military activity ? 

Ambassador Srorrorp. It is a difficult question to answer, Senator, 
as to how much that is so. You have a power plant and a war pro- 
duction plant, too. It is partly so; yes. 

Senator Loner. In the event economic aid were eliminated, would 
there be sufficient prosperity in the country to provide the civil facili- 
ties in the country upon which to rest the vigorous military effort / 

Ambassador Sporrorp. No; I think not. In certain countries, at 
least, you still need the type ‘of support that the Marshall-plan aid 
provides, but I think the measures in this bill will be more directly in 
support of the military effort than before. 

I wonder if I could ask Ambassador Katz to comment on that, if 
you would. 

The Cuarrman. Go ahead, Mr. Katz. 

Ambassador Karz. Senator, there are two parts to the continua- 
tion of ECA. One is the organization. Do we continue to have an 
ECA organization? Next, do we expect to continue economic aid ¢ 

Since your question was directed to the second question, I might say 
on February 19 I wrote a letter to all of the participating countries 
saying that from that date forward we were not going to consider 
aid on a Marshall-plan basis any more, and from that date on we would 
consider applications only on the basis of production for the defense 
program. 

It is a question of how you get the best results for a given dollar. 
For instance, the British are going to make some tanks, and the French 
are going to make some tanks. "They have a plant; they have man- 
agement ; they have labor; they have technical skills and research; 
they have some materials and tools. They are short additional tools 
anil additional materials, such as steel, which they can only get from 
the United States. 

Will you give them enough to get those tools and steel from the 
United States into that plant ? Then you get a tank produced in part 
with some tools and steel from the United States, and all the rest of 
those things that went into that tank came from France. As the 
tank rolls off the lines, it costs the United States less money than the 
same tank would have cost if we bought that tank wholly in the United 
States, supplied ali the tools, mater ials and so forth, and then shipped 
it to France. 
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It is in those terms that we have been trying to administer the eco 
nomic aid ever since February 19th in Europe, and it is in that sense 
that I understood that the aid which can be called economic aid in this 
bill will be used in the future, sir. 

The CHaAmRMAN. You say you wrote this letter that you were not 
going to give them any more money under the Marshall plan? 

Ambassador Karz. When we calculate their needs, we will have to 
-alculate it in terms of their defense effort. 

The CHatrman. Does that letter still stand ? 

Ambassador Karz. Yes, sir; it does. 


CHANGING ECA OPERATIONS 


The CHarrman. What difference has it made in the operations over 
there of the old ECA? 

Ambassador Katz. To give you some concrete examples, sir, in the 
first place, when they come in today they submit pictures showing the 
basis of their need. We have told them that in their submissions, un 
less they can show us that they have increased their defense build-up 
and the budget and production and they can relate their requests for 
assistance in the form of tools and materials to the consequences of that 
defense build-up, that they were not eligible, as far as the actual opera- 
tion of the organization is concerned. “The chief symptom so far has 
been that we have had a turn-over in personnel, and ‘the type of person- 
nel that has been coming in has been technical- production personne! 
to assist in military production. The type that has been going out has 
been the type of personnel that has been specifically trained for the 

earlier type of economic assistance. 

The CHarrMan. You said you wanted to continue the organization ; 
is that right ? 

Ambassador Karz. I did not say that, sir. My personal opinion 
happens to be the other way. 

The Cuatrman. Well, tell us about that. I thought you said that 
you had two divisions; one was the actual aid and the other was the 
organization. 

Ambassador Katz. Yes, sir. 


POSSIBLE DISCONTINUANCE OF ECA 


It happens to be my personal view, sir, that it was originally in- 
tended that the Economic Cooperation Act should be an act to a 
terminal date and the organization the same way. It would be better 
if we terminated it and dealt with the problem ahead of us as a new 
problem and developed whatever new organization may be appro- 
priate to meet it. 

The CuarrmMan. Do you mean to discontinue EC A altogether? 

Ambassador Karz. Yes, as ECA. I am not saying that some of 
the individuals cannot be used in the new organization. Many of 
them would be very useful if they wanted to stay. However, it seems 
to me that my own feeling would be to say that we have started a 
Marshall plan; we have set ourselves a job to be done in 4 years, and 
Congress made an initial calculation that it might cost $17,000,000,000. 
We have finished that job in 3 years. 

The Congress had to appropriate only $12,000,000,000 against the 
original 17, but let us say we will finish that. The world goes on; we 
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have a new problem, and let us face the new problem as a new prob- 
lem and develop whatever new organization may be appropriate for 
it. 
4 

If any of the old aay sel are useful, fine; let them be used. That 
is my personal view, sir, based on what I have seen in Europe. There 


are larger aspects at home : about which I know nothing. 

The Cuarrman. I think it is important that since we gave the coun- 
try the idea that we are going to discontinue ECA in 1952 we should 
keep our word. 


Ambassador Karz. That happens to be my personal view too, sir. 


PRESENT TERMINATION OF ECA ACT 


Senator SauronsratL. Mr. Chairman, you said that this continued 
it. May I ask you this question: 

As I understand it, the authorization in this bill does not extend 
aid beyond June 30, 1952, but it does eliminate the words “June 30, 
1952.” Am I correct in my understanding? 

If there was aid under ECA or this military aid after June 30, 1952, 
we would have to have another authorization bill in here next year. 
Is that correct? 

The CuHatrman. I have not checked that. You are as capable of 
checking that asIam. You have the bill there. 

Senator Sauronstaun. I just brought that out, sir. I mean that 
[ wanted to ask you about it, because you said that we were continu- 
ing ECA. At least I understood you to say that this bill would now 
continue ECA aid beyond June 30, 1952. 

The Cuatmman. No; these are annual authorizations. It has to 
be done each year 

Senator SarronsratL, Technically, if we adopt this bill we are not 
continuing the Marshall plan beyond June 30, 1952. Is that correct 4 

The Cuamman. That is correct. 

Senator Loner. It is permanent legislation; is it not, Senator? 
The ECA has to come here every year, but we have an organic act 
which is permanent legislation, I believe. 

Senator Smirn of New Jersey. It terminates in 1952. 

Senator Sauronsratn. Did not the organic act continue until 1952, 
and by this we are supplementing that organic act by an authoriza- 
tion of military aid and ECA aid? 

Senator Loper. This bill before us amends the existing law, and 
so presumably all the parts of the existing law not affected by this 
would remain in effect. 

Senator SarronsTatnL. But the date does not go beyond June 30, 
1952. That is what I would like to have clear in my mind. 

The Crarrman. It takes an authorization each year. Even though 
they might have a basic act and all that, unless you make this authori- 
zation annually, we will not get anywhere. 

Senator Sauronstati. In answer to what Mr. Katz just said, we 

are not technically—if we pass this authorization we are not going 
back on what we originally did with the Marshall plan, are we! 

The Cuatrrman. Well, I suppose not in this bill, but it will probably 
follow in another bill a little later on. 

Senator Hunt. Mr. Chairman, it seems to me in section 2 of the bill, 
as well as in the title, we definitely set out the objectives as just related 
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to us by Mr. Katz, and that reading is different from that of previous 
bills, and previous Marshall-aid bills. 

Section 2, and also the title of the act, very definitely emphasize 
the military and technical assistance and it mentions “mutual 
curity.” 

I think your statement, Mr. Katz, was very definitely in line with 
what the objectives of this bill are as set out. 


ADVANTAGES OF A TERMINATION DATE FOR MUTUAL SECURITY PROGRAM 


Senator Smiru of New Jersey. Mr. Katz, I would like to ask you 
a question in connection with your statement. On the assumption 
that we go through the motions of winding up ECA in 1952 as we 
are planning to do, and consider that act as being over and figure on 
starting a new enterprise, would you consider a termination date for 
the new enterprise as we had a termination date for the ECA? 

Ambassador Karz. I would say yes, sir, on this basis: I was with 
the ECA in Europe for 3 years. It seemed to me that the fact that 
we were subject to a terminal date and the fact that the aid program 
was conceived of as a program for 4 years, with a clear understand- 
ing that at the end of 4 years, or earlier, it would end, and that in 
all of our negotiations with the Europeans we had to emphasize the 
fac’, that we were working against a deadline, and that, therefore, 
the things which had to be done had to be completed by then, and that 
we tapered our aid, as we happened to be able to do under ECA, 
toward that deadline, that seemed to have been a very important factor 
in such success as we have had in Europe. 

On the basis of that experience I have emerged with the feeling 
that a United States aid program would be a better aid program if 
it is conceived with a definite terminal date against which terminal 
action must be directed. 

Senator Smiru of New Jersey. That would jibe with the testimony 
we have had here that we may be contemplating 3 years at $8 billion 
a year, with $24 billion as an over-all plan, as the next chapter in the 
“uropean situation, is that correct ? 

Ambassador Karz. You ask me that, Senator ? 

Senator SmitH of New Jersey. Yes. I am trying to clarify in my 
own thinking the kind of a set-up you favor. You wind up ECA and 
that chapter is closed. I think others certainly testified abroad that 
had it not been for the military business that came into the picture, 
we probably could have wound up ECA definitely when we had the 
term to do it. 

Now we have the new chapter which is caused by the military crisis 
and we are speaking of a mutual security administration, or something 
of that type. I gather from your remarks that you would have a 
terminal date similar to the ECA date of possibly 3 years. 

Ambassador Karz. My only hesitation is that I do not know 
whether this would be a 3- or 4-year program. It is essentially a 
military thing and I have no views on that subject. 

However, it seems to me that a judgment concerning the size of this 
program, whatever it may be, and the appropriate length whatever 
it may be, and the development of the terminal date based on that 
judgment, would be a useful thing. 
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Certainly the experience we had in Europe indicates to me that a 
terminal date is very important in operating an aid program. 

Senator Smrru of New Jersey. As a matter of fact, as we appro- 
priated from year to year it was a smaller amount than we contem- 
plated. We are now speaking of a 3-year program at $8 billion a 
year totaling $24 billion or $25 billion. My thought is that we might 
be able to beat that figure if we try the over-all approach similar to 
the ECA. Isthata fair statement? 

Ambassador Karz. Yes, sir; it is. I cannot speak to the amount, 
though. I believe the Secretary of State testified it would be at least 
that. However, that is something I know nothing about. 

Senator Smiru of New Jersey. I would like to ask the group of 
four here a question which is troubling me a lot. Iam not troubled 
any more with the spirit abroad and the willingness of people to go 
in and fight and participate in NATO. I think it has been pretty 
well shown that that is on the way. 


AVAILABILITY OF PUBLIC INFORMATION ON DETAILS OF PROGRAM 


However, we have a very tough problem in our job with our col- 
leagues here in both the House and Senate. In our attempts to get 
at the detail of the $5.2 billion for the European program, we are 
faced with a security problem of not disclosing things we do not want 
the Russians to know about. 

I want to ask you the same question that we have asked other wit- 
nesses here: What kind of a formula can we have to show the break- 
down of this 5.2 that we can take to the floor and use to answer our 
colleagues when they ask the question, “Did you members of the com- 
mittee know how this proposed authorization was made up?” 

If we just say we want to authorize a blank check for $5.2 billion, 
we will have difficulty getting support. 

I have been talking about this to colleagues of mine who want to 
know more about it. 

Ambassador Karz. Since the $5.2 billion is military aid, the general 
would be better qualified. 

Senator Smiru of New Jersey. The economic aid is $1.625 billion, 
making a total for Europe of $6.3 billion. 

Mr. Barr. It is $6.9 billion; is it not? 

Senator Smiru of New Jersey. I was just figuring it here. Yes, it 
is practicaly 5.3 for Europe and $1.675 billion for the economic. 

Now I think that the committee knows that you have that problem 
but I have not been satisfied yet on how you get these totals, from any 
figures that I have seen. How can we get some kind of a tabulation 
that we can effectively present to our colleagues to indicate how to get 
at this result? Perhaps General Kibler could give us a thought on 
that. How much are you willing to give us in the way of detail that 
we could give to our colleagues ¢ 

a pp. 270-274 for charts.) 

yeneral Krster. The figures are undoubtedly available in the De- 
partment here. I do not know to what extent they feel they could give 
them. 

Senator Witzy. They were promised to us the other day at lunch- 
eon. Mr. Marshall’s assistant promised that directly. 

General Kister. That would be the correct source. 
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Of course, the money is based on providing the equipment for tlie 
European countries that they are not going to produce in the coming 
year, 1952. That is the basis we used in preparing the program. 

Senator Smrru of New Jersey. Then, our program, General, is 
based definitely on our equipping the divisions that the European 
groups have indicated they would furnish. 

General Kreter. Precisely. 

Senator Smiru of New Jersey. We do not have to go into the detai! 
of who furnishes the divisions or how many divisions. That is our 
formula that we are getting at. 

General Kreter. That-is right. 

Senator Smiru of New Jersey. The figures that indicate the cost of 
that program are the figures that make up the 5.2 as far as the military 
are concerned. 

General Krster. That is exactly right. 

Ambassador Srorrorp. I think it should be made clear, Senator, 
that those figures do not go to make up the full equipment of these 
divisions but only the deficiencies that Europeans cannot supply 
within the time between now and later. 

Senator Smirn of New Jersey. I think that is a very important 
point. 

Ambassador Sporrorp. The Europeans are supplying the soft goods. 
Our program is based primarily on hard goods and I think that should 
be made very clear. 


EUROPEAN PROGRESS ON PRODUCTION OF MILITARY HARD GOODS 


Senator Lopez. Mr. Chairman, if I may intervene at that point, | 
hope Mr. Spofford and those associated with him will put in the record 
in the most complete possible way the progress that has been made in 
Kurope in making hard goods. We know they can supply food, 
clothes, barracks, and stuff like that, but my able friend here from 
Maine just tells me that it costs about $450,000 to make a jet plane 
in this country. It ought to cost a good deal less to make one over 
there. 

I think the record ought to show what progress has been made since 
you took office in developing these hard goods in Europe. I wish you 
would make a statement on that. 

Ambassador Sprorrorp. Senator, would you care to have Mr. Batt, 
who is our production man, make a statement on that? 

Senator Ere I would like to have the information put in the 
record because I think it is absolutely fundamental. I think there 
are going to be Senators.in this committee and on the floor who are 
well aware that it is much cheaper to make many of these things 
abroad—that they are capable of making them abroad and they ought 
to make them abroad. They are going to want to know why not. 

Mr. Barr. May I speak to that, Senator ? 

Senator Smrru of New Jersey. I would like to hear your report. 

Mr. Barr. They cannot make many of these things as cheap abroad 
as one would ordinarily think they could. Their wage rates are 
about a third of ours on the average, but their efficiency is not nearly 
comparable to ours. Their use of raw materials and labor is not 
nearly as effective as ours. 
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The best estimates we can get on the cost of a jeep in Europe shows 
about the same kind of a cost as in the United States. 

Senator Lover. In Germany ? 

Mr. Barr. I haven’t got the figures for Germany, Senator. [De- 
leted. | 

Electronics is another item in which they are fully self-sufficient, if 
they have time. They are slower in production than we are. It takes 
twice as long to build almost anything in Europe as it does in the 
United States. 

| Deleted. | 

Senator Brewster. How about the comparative cost on those par- 
ticular items. 

Mr. Barr. It is just about the same, Senator Brewster. 

Senator Brewster. Where are the British trying to supply the 
Spanish railroad equipment in competition to us when we are furnish- 
ing the money for it? They are trying to underbid and undersell us 
right in that field and we are supplying the money. 

Mr. Barr. There are things where they will at times underbid us. 
I have had to cover the water front in my answer to you by saying 
that the use of labor over there is so much less efficient than in the 
United States that the lower hourly cost of the labor is pretty much 
eaten up by poorer plant. 

Senator Loner. Your statement is very interesting but it is also 
very general. I think the record has to show, specifically by countries 
and by goods, what progress has been made to date, or what the firm 
commitments are for the future. 

(See pp. 296, 313 for further information.) 

Mr. Barr. I think you are quite right. 

We will have to work out a more detailed statement and we will 
gladly do that but I thought since you raised the question here you 
might be interested in a few of these things. 

Senator Loner. Certainly the Germans are building a very good 
automobile now that is competitive with ours and they have large- 
scale production on it; is that not true? 

Mr. Barr. Yes. However, the Italians can make all the jeeps they 
need and so can the French, in time, and provided they have the 
financial facilities with which to pay for them. 


GERMAN PRODUCTION AND NATO 


Senator Loner, I was interested in your general statement that in 
Europe they do not make things much more cheaply than we do and 
that they are not much good at mass production. 

Did you have the Germans in mind when you said that ? 

Mr. Barr. No, I did not, Senator, because the Germans are not now 
in the NATO organization. The purchasing from them is on an 
incidental and purely voluntary, governmental basis, such purchasing 
as exists. The British have gone to Germany and purchased machine 
tools as a part of their rearmament program. 

Senator Loner, Is it contemplated to bring the German into it ? 

Mr. Bart. I do not think I could answer that question. I think we 
should leave that to Mr. Spofford. 

Senator Loner. Do you have any views on that? 


( Deleted.) 
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Senator Brewster. How does the Schuman plan affect that? Is 
Western Germany in that? 

Ambassador Sporrorp. Yes, sir. 

Senator Brewster. Why doesn’t that integrate German steel pro- 
duction with NATO? 

Ambassador Sporrorp. Well, I would make two answers to that, 
Senator. In the first place, the Schuman plan is not yet operating 
and still, even if it were, I think we will have to have the political 


settlement of the German problem in the relationship with NATO. 
( Deleted.) 


PRODUCTION OF JETS IN EUROPE 


Senator Lover. Let me ask Mr. Batt whether any headway has been 
made in the manufacture of jet engines in Europe. 

Mr. Barr. Oh, yes. As a matter of fact, Senator, you realize that 
the jet engine was developed in Great Britain. 

MayI have this off the record, Senator ? 

The CHatrmMan. Yes. 

(Discussion off the record.) 

The Caarrman. On the record. 

Mr. Barr. There is no question but when we get our jet engine 
program in production here our costs will be far lower. 

Senator Brewster. Where do the Russians get their molybdenum ? 

Mr. Barr. It comes for the most part from the U.S. S. R., though 
it is known to be a commodity in short supply there. In the past there 
have been small shipments in transit from Africa through Western 
Europe. These shipments have been cut off. 

Senator Brewster. How do the Russians get it? 

Mr. Barr. They may have molybdenum in Russia, Senator. When- 
ever I talk about material supplies, we have to excuse Russia, about 
which we know nothing. 

The CHarrMan. We are going to have to adopt a little different sys- 

tem here and call the members in some order. If we just permit any- 
body to come in and interrogate the witness, we will never get through. 

Senator Lover. I apologize, Mr. Chairman. 

Senator Smirn of New Jersey. I apologize, too. 

Senator Loper. Any order you adopt I will submit to. I did not 
know there was any order. 

The Cuamman. I am not talking about anybody in particular. 
am just talking about the situation. 

Senator Smrru of New Jersey. It shows the keenness of your com- 
mittee. We apologize. 

The Cuarrman. I do not ask for an apology. I would like to sug- 
gest we let these gentlemen make their statements and then question 
them. I thought ‘perhaps we could get a statement out of all four of 
them first and then question them acc cording to the list. 

What does the committee say about that 7 

Senator Brewster. You run the show. That is all right. 

Senator Loper. Treat everybody alike, that is all. 

The Cuamman. I am not trying to run anything. 

Senator Brewster. You go ahead, 

The Cuarrman. We have had Mr. Spofford and Mr. Katz. Have 
you finished your statement, Mr. Katz? 

Ambassador Karz. Yes, sir, unless you want me to say something 
more. 
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(The prepared statement of Ambassador Katz follows:) 


STATEMENT OF AMBASSADOR MILTON Katz 
INTRODUCTORY STATEMENT 


On the basis of 3 years of work and observation in Europe, it is my judgment 
that the mutual security program, now before the Congress, is soundly designed 
to meet critical United States needs in Europe. Its justification rests upon 
three central propositions: 

That, realistically seen and understood, Europe is a battleground whose security 
is critically important to the security of the United States. 

That, during the past 3 years, the United States and its allies have been win- 
ning in the struggle under way—but far from won—in Europe. 

That the mutual security program is needed to bring into being the means 
essential to consolidate the positions already won and to extend our gains to 
the point where the security and peace of the United States and the Atlantic 
community can be firmly established. 


I. THE SETTING 


Europe has been under attack by the Soviet Union and its agencies and instru- 
ments since 1945. The attack has been both internal and external. The many- 
sided internal offensive has included political penetration and the attempt to 
disrupt parliamentary processes through the Communist Party and Communist- 
front organizations; the penetration and capture of labor unions; economic dis- 
location through political strikes and sabotage ; and a vast propaganda apparatus. 
The external aggression has included the systematic exploitation of the fear of 
war, in which a primary instrument has been the shadow of the Red Army; the 
cutting off of exports, as in the case of manganese; actual blockade in Berlin; 
and the fomenting and support of guerrilla warfare in Greece. 

This offensive was aided by the economic distress and dislocation following 
the war. 

Until 1947, the defense was limited and sporadic. Since then, the defense has 
become increasingly comprehensive and systematic. The United States partici- 
pation in this defense has evolved from the interim aid programs and the support 
of Greece in 1947, through the Marshall plan and the steady development of 
mutual defense assistance and the United States role in the North Atlantic 
Treaty Organization. The Mutual Security Program now before the Congress 
represents an appropriate and necessary next step. 

On the record, these policies and their execution have been vindicated by events. 

I shall undertake briefly to review the record, and to outline the job being 
done and which must be done, particularly in its economic and production aspects. 


Il. THE RECORD TO DATE ON THE ECONOMIC FRONT 


A. Gains in production 


1, Industrial production.—In 1947, the level of over-all industrial production 
in the 18 Marshall-plan countries had fallen to 87 percent of the level of 1938. In 
1950, it had increased to 127 percent of the 1938 level. This increase represents 
an improvement of 46 percent since 1947. 

2. Agricultural production.—In 1947-48, the level of over-all agricultural pro- 
duction in the Marshall-plan countries was only 8S percent of the prewar level. 
In 1950-51 it was 110 percent of the prewar level, representing an improvement 
of 25 percent since 1947-48. 

3. Industrial production (steel, electric power, oil refining, coal, rail trans- 
port) —Advances of the same order have been registered in the production of 
basic materials and services. 

(a) Steel: Steel production, which in 1947 was down to 68 percent of the 1938 
level, was up to 112 percent of this level in 1950, representing an advance of 
65 percent. 

(b) Electric power: The production of electric power, which was at 131 percent 
of the 1988 level in 1947, was up to 179 percent in 1950, an increase of 37 percent. 

(c) Petroleum refining: Oil refining capacity, which in 1947 was equal to the 
prewar level, was raised to 300 percent of the prewar level in 1950, an increase 
of 200 percent. 

(d) Coal: Coal production, off to 77 percent of the 1938 level in 1947, was up 
to 98 percent in 1950. 

(e) Rail transport: Railroad transportation, which was at about 105 percent 
of prewar levels in 1947, was up to 124 percent of the prewar level in 1950, an 
improvement of 18 percent. 
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B. Gains in intra-European trade 


In 1947, the vital process of exchanging goods and services between the Bury 
pean countries was at a very low ebb. The aggregate volume of this trade for 
the Marshall plan countries in 1947 was only 66 percent of that in 1938. | 
1950 the volume of this trade rose to 124 percent of the 1938 level. 


C. Reduction of dollar deficit 


In 1947, the aggregate dollar deficit of the Marshall-plan countries reached 
a level of $8.5 billion. In 1950-51, this had been cut sharply to $1 billion. 


D. Progress toward economic integration 


Special mention should be made of three important steps toward the develop 
ment of free Europe’s resources in terms of Europe as a whole. 

1. The European Payments Union.—One of these is the establishment of th: 
European Payments Union. During its first year of actual operation, it faced 
successfully two crises. One was the abrupt pressure upon European payment 
patterns resulting from the Communist aggression in Korea. The other was 
a sudden and critical drain on German payments resources, The initiative and 
responsibility displayed by the managing board of EPU give solid promise fo, 
the constructive development of this institution. 

2. Trade liberalization.—In the course of the last 12 months, member countries 
of the OEEC (with exception of a few countries faced by special financial ditli 
culties) agreed to remove all import quotas on goods accounting for 75 percent 
of the value of their imports on private account from other member countries 
in 1948. 

3. Schuman plan.—The Schuman plan has been initialed. The plan is de 
signed to establish conditions under which the coal and iron and steel industries 
of six Western European countries would operate in a single market. Within 
this market, it is contemplated that all tariff and quota restrictions on coa) 
iron, and steel are to be abolished. The plan now awaits the necessary parlia 
mentary approval to go into effect. 


Ill, THE RECORD ON THE POLITICAL, LABOR, AND INFORMATION FRONTS, 
AND IN BERLIN AND GREECE 


A. Gains on the political front 


1. Communist strength in parliaments.—In Britain, the two Communists who 
had been members of Parliament have been defeated. In Norway, the 11 Com 
munists who had been members of Parliament have been defeated. In the 
Netherlands, the number of Communist members of Parliament has dropped from 
10 to 8 (out of a total of 100). In France the Communist membership in th« 
Parliament has been reduced from 181 to 101. In Belgium, the Communist 
membership in Parliament was reduced from 23 to 7. In Austria’s postwa) 
parliamentary election, the Communists won only 5 out of 165 seats. In the 
first parliamentary elections in the Federal Republic of Germany, no Com 
munist candidate succeeded in winning a majority vote in any district. Through 
the workings of the German system of proportional representation, 15 Com 
munists are members of the Bundestag, whose total membership is 402. 

Despite these gains, the size of the Communist vote in the recent elections 
in France and in Italy makes it clear that the struggle on the political front 
is still a matter of grave concern. 


2. Turkey—The dramatic evolution of government in Turkey, through fre« 


elections to a parliamentary democracy, is, of course, primarily a tribute to 
the people of Turkey and its leaders. They were better able to succeed in their 
remarkable efforts in the context of the Marshall plan and European cooperation 


B. Gains on the labor front 


Gains on the labor front include: 

1. The rise and increased strength of the free trade-unions in France—FO 
and CFTC.—It is estimated that since 1947, the Communist-dominated CGT has 
lost close to 2,000,000 of its members. It remains, however, the largest labor 
union federation in France, with a membership of from 3 to 3.5 million. Many 
of these have remained unaffiliated with any union; many have joined the FO 
and CFTC. The membership of FO now stands at about 800,000; that of the 
(FTC at between five and six hundred thousand. 

2. The rise of the free trade-unions in Italy, CISL.—It is estimated that 
the Communist-led CGIL has lost close to 2.5 million members. But it remains 


the lar 
and 31 
of abou 
pershif 

3. Th 
and tl 
Unions 
69 coul 

1. Ti 
to clos 
other 
grip of 
one of 
Cc. Res 

1.N 
papers 
60,000 


erages 
audie) 
comm 
83.000 

3. Bi 
5 min 
netwo 
000,00 
RS 
Mars! 
and s 
widel 
Italy 
barge 


and ¢ 


tion, 
ever) 
Heur 
D. Vi 
Th 
two 
relen 
Th 
ade ; 
attat 
mens 


1.5 
In 


gres 
coun 
gros 
or 3 
cent 
nati 

li 
exp 
coul 
figu 
eo 9 


MUTUAL SECURITY ACT OF 1951 249 


the largest labor-union federation in Italy, with a membership between 2.5 
and 3 million. The newly formed free labor union, the CISL, has a membership 
of about 1,200,000. Another smaller non-Communist union, the ULL, has a menm- 
pership of 300,000. 

3. The rise of the International Confederation of Free Trade Unions (ICFTU) 
and the numerous withdrawals from the World Federation of Free Trade 
Unions (WFTU).—The ICFTU now includes in its membership free unions from 
69 countries with an estimated membership of 52.5 million. 

}. The failure of the Communist-dominated unions, in spite of strenuous efforts, 
to close the ports of Marseilles, Cherbourg, Antwerp, Genoa, and Naples and 
other great ports to arms aid shipments.—Despite these gains, the continuing 
grip of the Communists on the largest labor unions of France and Italy remains 
one of the serious danger points in Europe. 


C. Results on the information front 


1. Newspaper coverage on economic aid.—Western Europe's 2,000 daily news- 
papers have this past year given an average of 8,000 articles per week to their 
60,000,000 readers on American economic aid, twice as Many as a year ago. 

2. Newsreel coverage on the Marshall plan.—ECA’s monthly newsreel cov- 
erages are being shown in commercial theaters in Europe with an average weekly 
audience of 30,000,000 people and ECA documentary films were shown to a total 
commercial audience of 64,000,000 and to a total noncommercial 
33,000,000 during the past 12 months. 

3. Radio coverage on the Marshall plan.—In programs varying in length from 
5 minutes to 1 hour, 45 ECA radio shows per week have been broadcast on the 
networks of the 17 Marshall-plan countries to an estimated audience of 125,- 
000,000, 

}. Other forms of information.—More than 26,000,000 Europeans have seen 50 
Marshall-plan exhiibts during the past year. To tell the story of the motives 
and solid practical results of American aid, wall newspapers on ECA have been 
widely distributed in Turkey; mobile motion-picture units have been used in 
Italy and France; an exhibit boat has been used among the Greek islands, 
barges in Holland, and a traveling train in Germany, Austria, France, Italy, 
and Greece. 


audience of 


5. Decline in Communist newspapers circulation.—Since 1947, with one excep- 
tion, every French Communist daily newspaper, every Communist weekly, and 
every Communist monthly has significantly lost circulation. The exception is 
Heures Claires, a monthly picture and style magazine for women. 


D. Victories in Berlin and Greece 

The mention of Berlin and Greece tell their own story. These have been the 
two conspicuous points of external aggression against free Europe in the un- 
relenting Soviet communism attempt to subjugate it. 

The triumph of the free people of West Berlin and the airlift over the block- 
ade; and the triumph of the Greek people with American aid over the guerrilla 
attacks fomented and assisted from Soviet-dominated Eurpoe are two im- 
mensely significant victories in the hard record of the years since the war. 


IV. THE BUILD-UP OF EUROPE’S MILITARY DEFENSES 


1. European defense budgets 


In the fiscal year 1949-50, ending with the outbreak of the Communist ag- 
gression in Korea, the aggregate defense budgets of the nine European NATO 
countries (excluding Portugal) amounted to $4,645 million, or 5 percent of 
gross national product. The figure for the United Kingdom was $2,105 million, 
or 5.7 percent of gross national product; for France $1,594 million, or 6.5 per- 
cent of gross national product ; and for Italy $475 million, or 3.4 percent of gross 
national product. , 

In the fiscal year 1950-51, which has just been completed, European defense 
expenditures began to rise. The aggregate figure for these European NATO 
countries was $5,979 million, or 6 percent of gross national product. The 
figure for the United Kingdom was $2,450 million, or 62 percent; for France 
$2,235 million, or 8.2 percent; and for Italy $650 million, or 4.3 percent. 

During the current fiscal year 1952, the defense budgets of these NATO coun- 
tries will rise again, and at a faster rate. [Deleted.] 


B. Comparison with the United States 


In the United States, the pre-Korean level of defense expenditures during the 
fiscal year 1949-50 was $13,200 million, or 5.1 percent of gross national product. 
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This percentage was approximately the same as the percentage of the Western 
European countries. In the fiséal year 1950-51, however, the defense budget leve| 
was upped to $22,200 million, or 7.3 percent of gross national product, which was 
substantially higher than the figure of 6.0 percent of gross national product ip 
Western Europe. In the fiscal year 1952, the President has recommended a leve| 
of defense expenditures which, if the recommended expenditures for foreign aid, 
both military and economic, are included, would aggregate $46,600 million. This 
figure is stated on an expenditure, as contrasted with an appropriation basis. 
the expenditure basis being a proper one to use in comparing American wit} 
European figures. Expenditures of this level will amount to about 14 percent 
of gross national product. 

C. Basic indicators to assist in evaluating foregoing data on a comparative basis 

1. Per capita gross national product.—In the United States, per capita gross 
national product for the fiscal year 1950-51 was $1,985. In the nine European 
NATO countries (excluding Portugal), it was $600. In the United States, this 
figure will increase to $2,143 in the fiscal year 1952. In Europe and NATO 
countries it will increase likewise, but only to $620. 

2. Real wages.—During the pre-Korean period (early 1950), approximately 7 
hours of labor were required in the United States to earn enough to buy one 
pair of shoes. The corresponding figure for the European NATO countries ranged 
from 13 hours in United Kingdom to 55 hours in Italy. 

In the United States, 34 minutes of labor were required to buy a pound of 
butter, as compared to 40 minutes in United Kingdom, 3 hours in France, and 3 
hours and 20 minutes in Italy. 

To buy a pair of worker's overalls requires 2 hours 6 minutes of work in the 
United States, 10 hours 22 minutes in the United Kingdom, 14 hours 30 minutes in 
France, 48 hours 37 minutes in Italy. 

To earn a 6.7 cubic foot refrigerator required 153 hours of work in the United 
States, 637 hours in the United Kingdom, and 694 hours in Italy. 

In the United States a bicycle can be earned in 35 hours while it takes 90 hours 
on the average to earn one in United Kingdom, 118 hours in France, 138 hours 
in Italy. 

3. Trends in per capita consumption.—Between 1939 and 1950-51, per capita 
consumption in the United States rose 36 percent. In the European NATO 
countries, it was, with some variation between countries, about the same in 
1950-51 as in 1939. 

These are basic facts which must be kept in mind when a comparison between 
the United States and Western Europe is made. 


Vv. ECONOMIC AND PRODUCTION ASPECTS OF EUROPE’S DEFENSE BUILD-Up 


A. Continued increases in basic production 


1. Over-all production.—On the basis of current indications, we believe that the 
aggregate gross national product of the European NATO countries can be in- 
creased during the next year from the present level of about $101 billion to a new 
high level of about $105 billion, or an increase of approximately 4 percent. 

2. Coal.—lIt is particularly important that the production of coal be stepped up, 
since coal is currently being imported from the United States at the rate of 2% 
million tons per month. Our European NATO partners are alive to the gravity 
of the problem, and strenuous efforts will be made further to increase coal pro- 
duction. 

3. Petroleum.—European refining capacity continues to be rapidly augmented 
It is expected that the present production rate of 1 million barrels per day will 
be increased to a rate of 1,250,000 barrels per day by the end of 1952. 

4. Sulfur.—Sulfur is critically short in Western Europe. Since exports from 
the United States are the chief source of European supply, Europe is now largely 
dependent on the size of United States export allocations. However, Europe is 
undertaking to expand supplies of sulfur from pyrites, anhydrites, and zinc 
blends to substitute for crude sulfur imported from the United States. 

5. Hlectric power.—Electric power is in short supply in nearly all the Western 
European countries. However, additions to generating capacity are being made 
at the rate of 5.2 million kilowatts (or approximately 9 percent per year. Addi- 
tional expansion plans are under consideration. 

6. Nonferrous metals.—The production of the six principal nonferrous metals 
(aluminum, copper, lead, zine, tin, and nickel) in the Marshall plan countries 
and their overseas territories increased from 340,000 tons in the first quarter of 
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1950 to 378,000 tons in the first quarter of 1951. Large development projects, 
including lead and zinc mines in Morocco and aluminum refining facilities in 
Norway, have been or will shortly be instituted. 

7. Food.—The increases in agricultural production since 1947 have no more 
than kept pace with increases in population, and more intensive efforts will be 
required in the future. It is expected that over-all agricultural production will 
increase by approximately 6 to 8 percent in the next 2 years, but it is possible 
that these estimates may be upset as a result of unfavorable weather conditions. 
RB. Productivity 

There is good reason to believe that the level of industrial production per man- 
hour can be increased by approximately 4 percent during the next fiscal year or 
two in the Eufopean NATO countries taken as a whole. 


(. Controlling the uses of materials in short supply 


A few countries (the United Kingdom and the Netherlands) have established 
a form of priority system under which certain critical materials are allocated to 
defense and other essential industries. Across-the-board reductions in the use 
of certain materials have been made by some countries (particularly the United 
Kingdom and Norway) and end-use prohibitions similar to those in the United 
States have been applied in a number of countries. With respect to a very 
limited list of materials, principally copper and other nonferrous metals, there 
has been a limited application of inventory controls. 

In the case of materials requiring import licenses, the necessary end use of 
quantitative controls can to some extent be effected through the administration 
of import controls. 

The actual margin available for reduction in less essential uses is naturally 
more limited in Europe than in the United States, because of lower levels of 
consumption. For example, the United Kingdom can produce about 400,000 
automobiles a year, of which 320,000 are reserved for export to earn vital foreign 
exchange. As a result, only 1 person in 635 has even a chance to purchase a 
car in any year, as compared with 1 in 35 in the United States. 


VI. THE FUNCTION OF ECONOMIC ASSISTANCE 


The Mutual Defense Assistance Program which has been recommended to the 
Congress includes a request for economic assistance to Europe in the amount 
of $1,650,000,000, After making allowance for certain sums to cover the develop- 
ment of basic materials, ocean freight for voluntary relief packages, technical as- 
sistance, and recommended aid to Yugoslavia, there would be left $1,512,000,000 
for economic assistance to the countries of Europe which would fall within the 
program, 

By economic assistance is meant assistance other than military end products 
i.e. tools, materials, equipment, and food for the purchase of which dollars are 
required. Properly understood, “economic assistance” and “military assistance” 
are two phases of a single process. “Military aid”—i. e., grants in the form of 
military end products—is in fact also economic aid, since in the absence of such 
aid the drain upon the economy of the recipient country to build up its neces- 
sary defenses would be much greater. “Economic assistance’’—i. e., aid in the 
form of dollars to purchase tools, materials, equipment, and food—is also in 
fact military aid, in that it makes possible the effective mobilization of the re- 
cipient countries’ resources to build up their military defenses. The principal 
functions of economic assistance for helping to build up defenses of Europe 
against aggression are these: 

i. Effective mobilization of Europe’s resources for the manufacture of arms 

The countries of Europe have major resources for the production of military 
equipment and supplies in the form of management, labor, research scientists 
and technicians, facilities, and materials. In themselves, they are inadequate 
‘to build up the equipment and supplies needed at a sufficiently rapid rate. When 
supplemented by materials, tools, and productive equipment from the United 
States, their capacity to produce is significantly increased. For the United 
States each article of military equipment and supplies produced is much less 
costly than the same article would have been if produced entirely from the 
resources of the United States. 


Bb. Increasing basic production 


The capacity of Europe both to produce armaments and to maintain operating 
defensive forces depends upon basic elements in its economy, such as transporta- 
87360—51——-17 
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tion, communications, electric power, fuel, steel, and food. Economic assistance 
which increases the strength of these basic elements of the European economy 
correspondingly increases its defensive strength. 
C. Defense against internal aggression 

The Soviet Communist offensive against free Europe is both internal and 
external. Without economic assistance, the necessary rate of build-up of military 
cefenses would be impossible for the countries of Europe and the effort 
uchieve such a rate of build-up would lead to inflation, internal dislocation, 
intolerable strain which would render them vulnerable to internal collapse 
uttack from within. 


to 
and 
* and 


The Cuatrman. Mr. Batt, do you have more information or views? 

Mr. Barr. Senator, I have a lot of views. I do not know whether 
it is more useful for me to be fairly formal at this moment, or to con 
tinue the questioning as you are doing it. I would rather prefer the 
latter, if it is agreeable to you. 

The Carman. You will not escape questioning. We will turn all 
of them loose on you in a few minutes. 


EUROPEAN PRODUCTION EFFORT 


Mr. Barr. May I then make one statement and that is: While the 
production in Europe is small compared to that in the United States, 
it is bound to be in this type of thing, small, compared to the United 
States. It is significant. That is one. Two, it is growing. 


The Cuarmman. Do you mean the genera] military produc tion? 
Mr. Barr. Yes, sir. 


The Cuarrman. All of it? 
Mr. Barr. Yes, sir. 


It is an essential part of the build-up of the will of these coun- 


tries to fight. It is a part of strength growing under their own 
noses and of which they are an essential part. 

It is a tremendously effective thing in the hands of somebody else. 

One must always remember that while Western Europe—and I 
leave out West Germany, Senator, because it has not been in our 
material calculations for NA’TO—it is a fact that they have about a 
third of our steel and between a third and a half of our power and 
the like; that their production potential in this kind of hardware is 
not high. They have never had any substantial development of this 
type of modern war equipment. 

There was an answer by one of the Senators in France: They had 
an air program in 1940 and they must have been good producers. 
That is true to an extent but the thing we are talking : ‘about today is a 
totally different animal. 

I had two or three figures which interested me and I believe they 
will you: Our heaviest bomber in 1941 cost $300,000. 

We will always take these dollars in terms of man-hours of work. 

Today, our heaviest bomber costs $4 million. The electronic equip- 
ment on a fighter in 1941 cost about $300. Today it costs $11,000. 

To operate that bomber in 1941 cost $145 an hour. Today it costs 
$1,000 an hour. 

( Deleted.) 

The Cuatrman. On the record. 

Mr. Barr. That is a measure of the kind of manufacturing problem 


we are talking about and incidentally in the cost of that production 
problem. 
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We have in Europe under the Defense Production Board, set up 
nine so-called task forces. Those are representatives of combat air- 
craft, artillery, small arms and ammunition, ammunition and explo- 
sives, electronics, transport vehicles, combat vehicles, engineering 
equipment, and shipbuilding. Those task forces were made up of 
experts from the various European countries, including United States 
representation. 

They studied all the countries in terms of production potential. 
Therefore, we have a pretty good picture of what each of these coun- 
tries can make, provided it has, first, the raw materials, second, the 
machine tools—in many cases machine tools are essential to this new 
type of production—and third, of course, there must always be the 
wherewithal to pay for them. 

The production potential of Europe in small things is adequate, 
given time, and given money, to make what they need. 


INITIAL BURDEN OF EUROPEAN REARMAMENT TO BE BORNE BY UNITED STATES 


What concerns us in that connection is, that while the United States 
may take the burden of the responsibility for the heavy capital equip- 
ment necessary to fit this army out, which we must, if it is to be done, 
we do not want to carry that load on our backs forever. The continu- 
ing maintenance load, as General Kibler can tell you more authorita- 
tively than I, will be ammunition, spare parts, and that kind of thing 
that is used up all the time. That, the Europeans can pretty well take 
care of themselves, 

We are just initiating a program by which we hope to get under 
way in Europe, both ammunition and spare-parts manufacture, as we 
have not done substantially in the past. 

Now, when it comes to the howitzers, the aircraft—most of the air- 
craft—and items of that kind, particularly the larger antiaircraft 
guns, those are going to have to come out of the United States, most of 
them, if they are to be there suffice iently quickly to mount these men who 
are coming into the service. 

As General Kibler explained to you, our problem from a production 
point of view is a part of his problem as a strategic planner. 


PROCESS OF COMPUTING MILITARY AID FIGURE 


He sees these men coming into the service of these NATO countries. 
He, as a military expert, knows what is needed to train them and equip 
theni, and I must emphasize, as he would, the importance of training. 
Then we will get from the countries an estimate of what they will 
expect to be able to produce in 1952 and 1953 and the difference is what 
has to come out of either increased production from there or supplies 
from the United States. 

Otherwise, you do not have these armies equipped. 

I would like, therefore, to suggest, in answer to your question, do 
you need this $5.3 billion worth of hardware in 19: 52—you need less, 
you need more. Personally, I think we made a mist: ake in asking 
for as little as we did. Actually it is my judgment that we would 
be better off if we had some more, and I am quite convinced that any- 
thing less than that is simply going to mean that there will not be arms 
for these men who will be available in the NATO countries in this 
period. 
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Now, there is no doubt about the fact that these countries are be- 
coming increasingly conscious of their problem, the problem of their 
deficiencies. 

They see now, as they didn’t see before, the difference between what 
they can produce and what they have to have to help arm these 
people. 

How much their appropriations will be increased next year, if they 
are is anybody’s guess. But in the heavy stuff and the very expensive 
stuff, whatever increases they make are not going to be more thay 
a small bite out of a big oak plece. 

I think I have said enough, Senator, to provoke questioning later. 

The Cuarrman. We will hear General Kibler. 

General Krerer. Unless you desire it, I do not feel that I need to 
make a statement. The information I have can be most appropriately 
brought out in response to questions. 

The CuarrmMan. All right, we will question you. 

Mr. Barr. May I give you a figure that answers Senator Lodge's 
question, off the record ? : 

The Cuarrman, Off the record. 

(Discussion off the record.) 

The CuatrMan. On the record. 

Mr. Barr. It will be interesting to see what the cost of the Camberra 
jet is as made by Martin as compared with the one made in Britain. 
They will be precisely the same type ef thing. 

( Deleted. ) 

The Crarmman. Senator Saltonstall, you have to leave, is that 
right ? 

Senator Satronstatt, Mr. Chairman, I have to leave in about 8 
minutes to keep an appointment in one of the departments, and I 
would appreciate it if I could ask just one question. 

The CHamman. Without objection, go ahead. 


EFFECT OF A CUT ON EUROPEAN PRODUCTION 


Senator Sauronstati. I would like to ask either Mr. Spofford or 
Mr. Katz this question: Mr. Bissell, day before yesterday, said that 
all these figures were “educated guesses.” He agreed that there was 
a great margin of error either way. He suggested his guess was on 
the low side rather than the high side. Where there was a difference 
of opinion they agreed on the low side. 

My question is, I note in this morning’s paper, that the chairman 
of the House committee proposes to cut ECA’s part of this appropria- 
tion, as I see it, by $700 million. 

I would appreciate very much a statement from either Mr. Spofford 
or Mr. Katz or any of you gentlemen as to your opinion as to whether 
that will make this educated guess, this margin of error, too low on 
the downside, or what is your opinion ! 

Ambassador Katz. If I may answer that, Senator Saltonstall, the 
cut which Mr. Richards contemplated applies both to the economic 
aid in Europe, to some degree, and the economic aid to the rest of the 
world to some degree. 

I have no familiarity with the figures for the rest of the world. 

With respect to Europe, it would be my judgment that if the cut 
in question is made—as I understand in the paper he cuts about 
$240 million in the figures for economic aid to Europe. 
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Senator Wirey. A little louder, please. 

Ambassador Karz. I will repeat that. 

It is my understanding in his bill he would cut about $240 million 
from that part of the economic aid intended for Europe. 

As to that, sir it is my judgment that if the cut is made, we will lose 
a larger volume of European military production over the same period 
than $240 million. 

Senator Satronsrat.. You will agree with Mr. Bissell, though, that 
these figures are played up with a substantial margin of error, that 
they are educated guesses and have to be. 

Ambassador Karz. Of course they are. You cannot be accurate. 
[ also agree that they are very conservative estimates. 

Senator SaLronsraLy. In other words, you feel if you cut $240 mil- 
lion out of Europe in the ECA, we will lose more than that in value 
of production that the European countries could give. 

Ambassador Karz. That is my judgment, yes. 

Ambassador Sporrorp. If I may, I would like to support Mr. Katz’ 
statement on that. I think he has covered it well, and I agree entirely 
with what he has said. 

Mr. Barr. May I add that what we are now calling economic aid 
shouldn’t be called that. I think one of the hazards in its considera- 
tion is that it does have that name. 

When we are talking about the Belgians’ building mine-sweepers, 
they do not have engine capacity, but they do have hull capacity. 

I think I might ask that these amounts be off the record. 

The Cnairman. Off the record. 

(Discussion off the record. ) 

Mr. Barr. There is considerable flexibility in the use of that item. 

When we review the French requirements for machine tools for 
their tanks, we may conceivably point out to them that some of those 
machine tools they could get in other parts of Europe. 

Senator Sauronsraty. Actually there would be no value in the Bel- 
gians’ building the ships unless we provide the engines. If we cut out 
the ECA aid, and consequently the engines, that would not be good. 

The Cuarrman. Did you want to add anything, Mr. Katz? 

Ambassador Karz. I do not think it is necessary, sir. The Senator 
is pressed for time. 

The CuarrmMan. Thank you very much. 

General Kibler has had a chance and he said he did not want to 
make a statement; that he was waiting for questions. Is that right? 

General Kreter. That is right. 

The Cuarman. We will get to you. 


MAKING THE RECORD 


Senator SparKMAN. Mr. Chairman, Mr. Batt made a very interest- 
ing statement and practically all of it was left off the record because 
he stated he wanted the figures left off. 

I feel a considerable weakness in this record in getting some of these 
strong arguments on the record. I wonder if we can’t set up some 
kind of an arrangement whereby everything will go on the record, 
and then have somebody take out the parts that ought to be deleted. 

As I understand it, all he wanted off the record was the figures with 
regard to the minesweepers. Yet, in supporting that, he made a very 
fine argument regarding this so-called economic aid. 
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I, therefore, feel that we do need to develop some system here that 
will put out a better record than I am afraid we are going to get, 

Mr. Barr. Senator Sparkman, I think the point would have been 
made just as well if I had used some percentages without the absolute 
figures, don’t you ? 

Senator Gitterre. Yes; I do. 

Mr. Barr. If I had said 70 percent of this minesweeper can be made 
by the Belgians at their own cost, provided we turn 30 percent of the 
equipment which they haven't got? 

Senator SpaRKMAN. Yes. 


ECONOMIC AID IS CLOSELY RELATED TO MILITARY PRODUCTION 


You made a very telling point with reference to the use of this 
economic aid. I think you brought out a needed piece of informa- 
tion—that there is a great deal of misunderstanding. When we speak 
of economic aid, we are still thinking of it more or less as a Marshall- 
plan type of aid, when it is not that at all. It is an essential part of 
the military program. 

Mr. Barr. May I give you another example, if it interests you, on 
this point as typical of the way we are tying together our review of 
end-item aid and so-called economic aid. General Kibler’s military 
assistance groups in Europe work with the ECA missions in Europe 
reviewing these end-item-program proposals. 

We had a situation in Great Britain—we had a number—but this 
is the easiest to follow in Great Britain not long ago. They had made 
an end-item request for what you and I will understand as dope. That 
is a synthetic with which you cover airplane engines and fragile parts 
for shipment and preservation. They didn’t have it and were not 
making it in Europe. Our Air Force developed it in connection with 
our mothballing procedures. 

They asked us for end-item assistance to procure this dope. It was 
a perfectly proper request for them to make, since they did not make it 
in Great Britain. 

We took the thing to pieces with them and developed the fact that 
if we would furnish them the know how on the one essential element 
that went in that dope that they could buy that essential element from 
the United States, because we are not proposing to give them any 
so-called economic aid, and make the whole thing themselves. 

Now we are doing that in connection with the review of the end- 
item program. If we can take out of the request for a finished item, 
a piece, which, with some help from the United States, they can make 
themselves—Ambassador Katz touched on that a moment ago—we 
may move $5 out of the end item figure, transfer a dollar of it into 
the so-called economic aid, and have them make four-fifths of the 
thing. 

That is a moving operation that is going on all the time, and that is 
why again, in partial answer to several of your questions, these figures 
have to be looked at as rather changing figures. 


Senator Green. Could you summarize all such items and show how, 


much of this economic aid, so-called, is really military aid ? 

Mr. Barr. My understanding, Senator Green, is that of this $1.6 
billion, $900 million can be rather closely identified as directly related 
to, and a part of, the military program. 
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Senator GREEN. I think that would be very helpful. 

Mr. Barr. Part of it is not so readily identifiable as military aid. 
That again is Mr. Katz’ field. 

Ambassador Karz. That estimate has been made. I don’t think it 
is practical to separate the two types of aid. It is like separating the 
mouth of the dog from the legs of the dog. Naturally, only if you 
feed a dog, will he be able to move. 

I believe all of this economic aid might better be called aid in the 
form of tools and materials rather than militar y end properties. All 
of it is military aid in this direct sense, that if you put the $1.5 billion 
in the aid of tools and materials into Europe, you will get for it an 
amount of military production and effort which is larger than $1.5 
billian. 

Senator Green. The House committee has already proceeded on 
the assumption that they are two different classifications and they 
make different deductions in the different classifications. 

Ambassador Karz. I understand that. 

Senator Green. Unless you want to help them, they apparently 
feel the military aid is more important than the economic aid. It is 
helpful to increase the amount for military aid and reduce the amount 
for economic aid. 

The CHArrMAN. Senator Green, it is your turn. Have you finished ? 


MAKING A FULL RECORD OF THE TESTIMONY 


Senator Brewster. Mr. Chairman, with regard to the matter Sen- 
ator Sparkman spoke about, I would propose that a complete record 
be kept and that each witness or his representative be permitted then 
to indicate in the record to the committee representative what should 
be treated as entirely confidential to determine the final record which 
will be published. 

It worked very well before, and I do not think we had any serious 
trouble at all. 

Senator Green. That was already agreed upon yesterday morning 

at the very beginning of the session. 

Senator Brewster. Unfortun: ately, you violated it this morning be- 
cause we immediately began to leave things off the record. 

Senator Green. That is right; we have. 

The Cuarrman. I think it is just as well to put it all on the record 
and then let somebody edit it. 

Senator Green. That was the understanding, I believe. 

Senator Brewster. I think each witness or his representative should 
edit, with the committee reserving the final right. 

The Cuarrman. Senator Green, do you have further questions? 

Senator Green. Yes, I would like to ask the Ambassador a question. 

When in Paris, we went over this matter, and I also took it up in a 
couple of the Latin-American countries. It relates to the economic aid 
given. I might preface my remark here, as I did there, by saying that 
I have great admiration for the Marchall plan, and rejoice in its 
success. 


DISTRIBUTION OF PROFITS BY RECIPIENTS OF UNITED STATES AID 


I believe it has been a success except in one particular, and that is 
that it seems no attention has been given to the distribution of profits 
made by the grantees of the aid. 
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Various reasons were given, or excuses. Perhaps they were justi. 
fiable and perhaps not; we will not go into that. But I wondered what 
considerations go into that in the future. 

Ambassador Sporrorp. I think the question you are raising is the 
question of the continuing maldistribution of wealth in Europe, which 
is a problem that existed long ago. 

Senator GREEN. Simply insofar as it relates to grants that we make. 

Ambassador Sporrorp. By and large, ECA aid, Senator, as you 
know, was not granted to the individual citizen or taxpayer in Europe. 

Senator GREEN. It is in the last analysis, is it not, either by our Gov- 
ernment or by the government to whom we give the funds? 

Ambassador Sprorrorp. Well, it is reflected in the fact that he can 
buy bread when he could not buy bread before, or buy it at a price. 

Senator Green. I am talking about the grants to employers. 

Ambassador Sporrorp. Do you mean grants in the form of-—— 

Senator Green. For additions to a mill or machinery for a mill, or 
grants of that kind. 

There is no provision made whereby the employer who borrows that 
money and makes profit from it shares the advantages received with 
his employees. 

Ambassador Srorrorp. There have been no conditions attached on 
that. 

Senator Green. [ want to know whether in the future you are con- 
sidering attaching conditions to it to achieve that result. 

Ambassador Srorrorp. | think that everyone here recognizes that 
the problem of getting a better distribution is a key problem, which 
problem, among other things, is continuing strength of the Commu- 
nists. Whether it is possible to get that result by attaching conditions 
to the grant of individuals, or to the furnishing of individual items 
of equipment, I would be inclined to doubt, sir, in connection with 
this legislation, if that particular method of dealing with that prob- 
lem is attached to the legislation. Whether more can be done than has 
been done in the past in that manner, 1 would not be prepared to say. 
I think probably more can be done. 

Senator Green. My point was that the problem has been before 
us for 3 years and nothing has been done. That was the information 
given us in several countries. 

I am asking you now whether any definite plans have been made. 

Ambassador Srorrorp. I do not think it is correct to say that noth- 
ing has been done, Senator. I think that situation is better than it 
was 3 years ago. It is by no means good and it has not been dealt 
with in the way you suggest. 

Senator Green. You say it has been done. Where has it been done 
and what conditions have been attached ¢ 

Ambassador Sprorrorb. I said the general condition you speak of is 
better than it was 3 years ago, but the manner which you suggest for 
dealing with the problem, by attaching conditions to the delivery of 
specific items of equipment, has, so far as I know, not been tried out. 

Mr. Katz is connected with the ECA directly and I would like for 
him to comment on it. 

Senator Green. In addition, while in Europe I asked whether an) 
consideration had been given to this problem and they said no, that 
it was not their business to do so and if Congress desired anything 
of that kind they should enact appropriate legislation. 
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The Cuatrman. Mr. Katz, did you want to intervene there? 

Ambassador Karz, I think that the situation with regard to the 
large groups of workers in Germany and France and the people in 
Italy concerns the vital interests of the United States. I think the 
question you raise is Should we and can we attach conditions to aid 
to countries or, by requiring the countries in question to attach con- 
ditions to aid to countries, require them to lower their prices or in- 
crease their wages? This is a problem that requires serious attent ae 

My point or thought i is, how it would work out as a practical matt 
I have this in mind, for instance: Suppose the country in Guestion 
goes to a manufacturer and says, “We want you to make tanks or air- 
planes” as the case may be. 

The manufacturer says, “Fine.” 

Then the country says, “Before you get this order, you must agree 
to do such and such with your products. You must agree to do such 
and such with your wages.” 

And supposing the manufacturer then says, “Well, in that event, I 
don’t want the contract.” 

The result is that you get that much less production of aircraft or 
tanks. So it becomes a matter of very practical government, case by 
case, as to how to work it out. 

Senator Green. That is there now. 

Take another case. Suppose a manufacturer has a mill in a French 
town and all the industrial workers in that town work in that mill 
and he gets a half million dollar grant for new machinery, which he 
installs. Asa result of that, his profits are quadrupled, and he makes 
no advance in the wages. 

Along comes a Communist sympathizer and says, “Why don’t you 
demand your share?” He goes to the employer and says, “We ought 
to have some part of this money that you are making, when you are 
making four times what you made before.” 

He says, “No, you don’t get more wages. Get out if you don’t like it.’ 

That is the other side of the question, and it increases the es 
of communism. Therefore, the grants that we make in the long run 
to defeat communism are to that ‘extent increasing communism. 

The CHairman. Just a minute. I want to make an observation or 
ask a question. 

If you grant money to one particular industry and require that they 
raise their w ages, would that not affect the other industries and would 
it not more or less disrupt their economic situation ¢ 

Ambassador Karz. It might in a particular case, or it might cause 
them all to raise it, sir. It is always a question of how it would work 
ina particular set of facts. 

Senator, this is really what I have in mind. I think the question 
you are raising is one which can only be met by the total wage-price- 
tax-labor policy in the country and I do not think that this particular 
means of getting at it, that is to say, requiring the country, before 
it lets a contract to a particular manufacturer, to require him to do 
something or other with his profits or wages is likely to prove to be 
the practical way to get at it. 

That is all I have in mind. 

The Cuamman. Do you have more questions, Senator? 

Senator Green. My only question is whether consideration is being 
given to this problem and I do not have the answer. 
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Ambassador Karz. As far as my operations in Europe are con- 
cerned, my answer is “Yes.” We have worried profoundly about that 
whole problem for a long time and the trouble is that we have not been 
too successful in thinking of ways to get at it in the face of govern- 
mental policies contrary to that. 

As a practical matter, the question became, what can the United 
States do to change the policies of France or Italy in the price field, 
the tax field, the wage field, and this is a pretty difficult job. 

The Cramman. Do you have anything else ? 

Senatar Green. I have nothing further; thank you, Mr. Chairman. 

The CHarmman. Senator W iley ¢ 

Senator Witey. Mr. Chairman, I am glad to welcome these dis- 
tinguished citizens back to the land of milk and honey. They look no 
more emaciated than they did when we were over there. 

I know they are glad to be back in America, however. We were 
glad to get back from Europe. 

I am interested particularly now, in view of what we have heard 
here in the last 15 or 20 minutes, in this $1.6 billon of ECA money. 


POSSIBLE ADMINISTRATION OF ALL FOREIGN AID BY MILITARY 


In view of Mr. Katz’ statement that in his judgment practically the 
whole or some of it may be fixed into direct or indirect military aid, 
I am interested in the mechanism you people would advise. 

I think in view of the large percentage that is going directly into 
military aid and the large percentage of ECA that will go directly, 
and only a small part indirectly, it seems to me that the military estab- 
lishment, with the aid of a few of the best brains in ECA, could take 
over the whole project. What do you say? 

Ambassador Sporrorp. Are you asking me that question ? 

Senator Winey. Either of you. 

Ambassador Karz. Whether the military could take over the eco- 
nomic aid ¢ 

Senator Wirry. Yes. 

Ambassador Sporrorp. Let me answer that first, Senator Wiley, and 
then I think we all might contribute something to it. 

I think while the object of the non-end-item aid, the nonhardware 
aid, which we call the ECA aid, is in support of the military effort, 
directly and indirectly pretty completely under the new legislation ; 
the means by which you administer that is a good deal different than 
the means by which you administer the military end-item aid. 

Take the latter: The military end item, the hardware, is a part of 
determining the military requirements and then military procurement, 
which is a part of our military procurement of our own forces here. 

Now, the ECA type of assistance, beamed toward defense produc- 
tion, under the new legislation, does require the kind of an organiza- 
tion and the kind of process and technique that ECA has been “apply- 
ing in the past. 

You have to have production men; you have to have supply men; 
you have to have technicians and experts, and the kind of men who 
can attempt to solve the problem that Senator Green has just brought 
out. 

It isa function and a problem that seems to me to call for a different 
type of organization. The two forms of aid call for different types of 
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organization and it seems to me that, as Ambassador Katz has brought 
out, you are going to have to have the organization now much more 
helpful i in the production field but it is still going to be an organiza- 
tion which will have to be differently staffed and differe ntly operated 
than in the case of the military in computing the requirements pro- 
vided for the procurement and shipment of the end items in the train- 
ing of the forces. 

I think the fact that the objective is now completely the same does 
not quite answer your organization problem. You are still going to 
require a different kind of organization. 


DIFFERENT PROBLEM IN ECONOMIC AND MILITARY AID 


Ambassador Karz. I want to add to that, Senator, I think it is a 
question of what is the job that has to be done and what kind of 
skills do you need to do it. 

Let’s say there is a military determination that the French ought 
to have so many tanks. Immedi: itely these questions arise: One, are 
the French to make them; the other is, shall we make them and give 
them to them’ There is a practical judgment to be made of which 
is the best thing to do. Can they make them? If they make them 
should we supply the necessary tools and materials, which they 
don’t have? Or is it better for us to make the tanks and ship them 
to them? That is not a judgment that requires the kind of skill the 
military have. 

As Bill Batt says, the so-called economic aid is military aid in the 
sense that its purpose is to strengthen defense. It is equ: ally true the 
military aid is in a sense economic aid, because if the French and 
British need an army, as they do, and need an air force, as they do, 
if you give them the planes. if you give them $2 billion worth of 
weapons, then to that extent you have relieved their budgets of the 
$2 billion cost and of the drain of trying to make those things. 

So it is really a question of, if we want certain results in France and 
England, what is best to be done? We want to build up their forces; 
we want to utilize everything they have got toward that end, and as 
a practical judgment which way do you get better results? Do you 
get better results by getting them to undertake production and help- 
ing them with material and tools, which is what we have been calling 
economic aid, or do you get better results by telling them, “Never you 
mind trying to produce this item. We will give it to you as a whole,” 
and call that economic aid? 

What type of organization calls for the type of skill required in an 
economic and production organization and not for the special type of 
skill of soldiers and sailors. 

Senator Witey. The impression I got—perhaps you have made it 
clearer—was that heretofore we have been contributing all our sup- 
port toward building up the economic, and we have in la arge measures 
succeeded in doing that very thing. Now, that a lot of them are up 
to prewar, We are “diverting” our effort and creating military we 
and ECA is only ancillary to the military. While you say it may be 
question of production or it may be a question of furnishing it, it 
seems to me that primarily, as has been said all along, it is a military 
proposition first, last, and all the time, and that the ECA effort is only 
supplementary to the military effort. 
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Ambassador Karz. Senator, in the United States we have a Defense 
Establishment which handles the military side, but we don’t put de- 
fense production under the Defense Establishment. In the last war 
we had the War Production Board. In this build-up we have a man 
like Charlie Wilson, with the Office of Defense Mobilization. 

The military have the job of defining the requirements. They say, 
“Here is the strategy; these are the requirements,” translating those 
requirements into weapons. When it comes to organizing the econony 
to produce the weapons and provide the skills you need, it is a prac- 
tical judgment of what kind of job it is and what kind of fellow 
does it best. 

Senator Loner. But you also want to know what makes a good 
tank, too. 

Ambassador Karz. Exactly. The function of the military, the in- 
dispensable function, is the requirement which includes determining 
what is needed in the way of weapons, and the quality and judgment 
of the particular weapon, and the actual procurement and delivery of 
the weapons, but the judgment on how many can they make, where is 
it best to make it, is it cheaper and more effective to have it this way, 
is not a military judgment. 


ADMINISTRATION OF FOREIGN AID 


Senator Wixry. I see that, all right. Let’s get back to my question. 
What about the organization ? 

Ambassador Karz. It happens to be my personal view that it 
shouldn’t be the same. 

Senator Winey. I heard you say that. What is the difference? 

Ambassador Karz. In my judgment, sir, the control of the mili- 
tary end-item assistance and the control of the assistance in the form 
of tools and material should both be vested in a single agency, and I 
think it should be an agency headed by a civilian. 

Senator Winey. By a civilian? 

Ambassador Karz. Yes, sir. 

Senator Wirry. What is the judgment of the rest of your group on 
that question? What do you say, Batt? 


OVERSEAS ADMINISTRATION OF PROGRAM 


Mr. Barr. I think I go along with Mr. Katz. I have said right 
along, though, that this problem is quite as much a matter of good 
men with adequate authority as it is of forms of organization under 
which they work. I expect it is true that good organization wil! 
utilize poor men to better advantage, but it has been my personal] 
judgment right along that there has not been enough authority vested 
in the representatives of the United States abroad, particularly in the 
NATO organization, and I think there are spots here, aa tailaely in 
connection with the operation of ISAC, where there is not enough high- 
level authority. 

I happen to be quite sure in my mind that the Ambassador must be 
the No. 1 representative of the United States, but there can be worked 
out a narrangement under which the military functions and the eco- 
nomic functions are geared together. I think we have a good example 
of that in Great Britain. I hope you gentlemen who were there fee! 
that, with the Ambassador supplying the over-all political judgment. 
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Now, there are many details of application. I never felt that the 
State Department should be in an operating capacity in a field of this 
kind. I believed that they were policy-making people, primarily, and 
in a political field. I don’t happen to believe that they should have 
had this MDAP program at all, in the first place. 

Senator Witry. I guess we might hesitate a little here because you 
have hit both sides of the fence. 

Mr. Barr. I think I know what he means. There is a great differ- 
ence between the ambassador as the representative of the President 
and the embassy in a country, because the ambassador can be one kind 
of a man and he has a great mass of routine organization underneath 
him. There is a great difference between the ambassador and the 
embassy staff. I want to make that point. 

Now, what particular conflict otherwise appeared in my suggestion / 

If, understand, you had followed my view 

Senator Witty. You did mention something about the State De- 
partment. 

Mr. Barr. That MDAP should not have been put in the State De- 
partment in the first place? That still would not change my view 
that in the field the ambassador should be the No. 1 man in determining 
over-all political policy. He should be the No. 1 man in the field. 
I would stop right at that point. But they shouldn’t be operating 
people; neither in this field should the embassy staff be an operating 
function. 


POSSIBLE CHANGES IN ORGANIZATION 


Senator Wirny. If there is to be any vital change in the present 
modus operandi or the mechanism, just specifically what would you 
suggest ¢ 

Mr. Barr. Senator, I ought not—I don’t qualify as an expert in 
that field. 

Senator Witny. That noble brow indicates that you can, sir. 

Mr. Barr. I am over there working all my waking hours on a job, 
and it doesn’t include studying this kind of a problem. I hope you 
won’t consider me in contempt when I say I don’t think my opinion 
is worth much except as a random observation on certain pieces of it, 
which I have given you. 

Senator WiLtry. You have suggested changing horses in the middle 
of the operation. 

Mr. Barr. No; I haven’t. I said I didn’t think it should have gone 
there in the first place. I did not say today it should be changed. 

Senator Witey. What do you say, Mr. Ambassador ? 


CONSIDERATIONS IN ADMINISTRATIVE SET-UP 


Ambassador Sporrorp. I think my position is a little bit like Batt’s. 
We have, as you know, those of you who were over, got quite an or- 
ganizational problem in the field, and we have been working on that 
and have not until recently attempted to solve the problems here in 
Washington. And I don’t think that I have been close enough to this 
picture to have formed a very definite personal opinion. Our prob- 
lems over there are fairly complex. 

But let me just point out one or two considerations, and this may 
be saying a little bit differently what Bill Batt has said. 
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I think however you combine them, however you add them up and 
however you draw your chart, you have got to do it with a recognition 
that there are in this operation several distinct functions, You have 
got, as we have just talked about, the military part in the picture, 
which is caleul: ating the requirements, administering the military aid, 
procurement. I believe, and I just said, that I think the function of 
the nonmilitary aid has to be performed somewhat differently, and I 
think it takes a different type of personnel. I think it is a differen; 
function. 

I think also that all of those have got to be administered in the 
light of, and consistent with, the over-all political objectives of the 
Government. That is true here. I should think it was true—I know 
it is true—of the regional level which we represent, and I think it is 
true at the country level. 

I think it is more true of this operation, probably, than it was of 
ECA, because with ECA you had a pretty well-defined program that 
had political implications, very important ones, but which I think 
went much less into the guts of each country’s economy and military 
establishment than the kind of program we are now talking about. 

Now, what I mean to suggest by that is that I don’t think you can 
oversimplify this or ganizational problem. I don’t think that if you 
are going to continue in the field the Ambassador as the man who rep- 
resents the foreign policy of the United States you oan set up the 
administration of this program which goes into the heart of the 
country’s budget, its fiscal policy, its economic policy, a military 
policy, without tying the operation very closely into the political side. 

Senator Witey. How have your hands operated in the past? Were 
they tied? 

Ambassador Sporrorp. This program we are now talking about 
has just developed during the last year, Senator, and actually the 
process, the machinery we have worked out at the regional level, has 
heen an attempt, without any command relationship, but I think 
with very close teamwork and coordination, to try to give effect to 
these various points of view, Mr. Katz on the economic side, General 
Handy and General Kibler, and the rest of us representing our special 
points of view. 

sien some people say a command relationship is a lot simpler. On 
paper it is, but Tam not at all certain that if any one of us had been 
in command of the other three of us here we would have gotten further 
than we have under our present arrangement. 

Senator Witey. What do you suggest? 

Ambassador Sporrorp. You have to take this from where we sit. 
We sit overseas and we are on the receiving end of the cables. I would 
like to see the organization here so set that we can get the speediest 
decisions out of the United States Government that it is possible to 
get in these very complex fields. That may mean lifting the level 
of this coordinating mechanism, however you set it up. I think that 
is something that we all feel. Whether you are going to do that by 
creating a new agency and establishing command relationships, or 
trying to act as between the three elements, I am not prepared to 
express an opinion on it. 

Senator Know ann. How long does it take you to get decisions 
now ¢ 





Ad 
We 
long 
posi 

se 
mon 
A 
som 


5 
reac 


» and 
ition 
have 
ture, 
ald. 
m of 
nd I 


rent 


the 
the 


MUTUAL SECURITY ACT OF 1951 


Ambassador Sporrorp. That is hard to answer generally, Senator. 
We ask for some pretty tough decisions, and sometimes it takes a 
long time, because the process s of getting a coordinated United States 
position in the field we are de: ing with is not a simple one. 

Senator KNow.ianp. Can you cite some examples as to days, weeks, 
months? 

Ambassador Srorrorp. Sometimes we have gotten them in days, 
sometimes we get them in weeks, and sometimes it takes aaaabies 

Senator Witey. I would like to ask General Kibler to give his 
reaction. 

BEST METHOD OF ADMINISTERING THE AID 


I might say, not in criticism, but if you gentlemen really want to 
be helpful, I think you might give us a bill of particulars. You are 
in a position to tell us w hat kind of mechanism would work best in 
the interests of the United States. There isn’t any question under 
the Constitution as to the right of the Executive to handie foreign 
affairs, but we are interested in seeing that the American dollar gets 
100 cents’ worth of value. We have seen that we have men on the job 
who render the best kind of services for the Republic, and that means 
making friends with folks over there and it means getting real col- 
laboration and cooperation among our allies. But here we are going 
to spend in Europe alone, or for “Europe, a matter of $5,200,000,000, 
or something like that. That is military alone. And then you have 
got your ECA on top of that. And you gentlemen have been on the 
ground. You are in a positign to tell us definite ly what you think the 
mechanism should be. 

What do you say, General ? 

General Kinuer. I feel that the Defense Department must continue 
to have the functions it now has. There is no question about that. 
Nobody else can do the procurement, the delivery, the observation of 
end-item use, and all of that. 

Now, this aid business has enormous political implications. It is 
a political weapon and it has enormous economic repercussions. 
Whether or not our Government 1s a aioe to turn all of that over to 
the military, to the Defense Department, F don’t know. Certainly 
the Defense Department would have to be restaffed, as has already 
been brought out, materially to do it. 

I have this feeling. We have been engaged in this thing for—we 
are about half through, so far as the program goes, we hope, so if you 
change now you certainly are going to be changing right in the middle, 
and we haven't done so badly, I think. 


POSSIBLE STRENGTHENING OF ISAC 


If we had an ISAC organization with the proper time, the proper 
authority to give decisions promptly, as Ambassador Spofford has 
said, the present system would be adequate. 

Senator Witny. It would be adequate ? 

Senator Loner. if you had what? 

General Kirsten. If the ISAC, the coordinating authority at the 
top, was at the proper level and had the proper power, because it 
integrates all the interests that are involved in this thing. It seems 
to me you have got to have those interests pulled together somewhere. 
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Senator Loner. It isn’t at a high enough level, is that your point’ 

General Kisuer. I think it must be the level or something. Anvy- 
way, we don’t get the response. 

Senator Sparkman. I thought it was at the top. 

Senator Witry. What do you mean by that last statement / 

General Krister. I have in mind an outfit that would have authority 
to make decisions promptly, in the name of the various elements. 

Senator Witry. Did you say ISAC? 

General Krnuer. Yes. 

Senator Wiiry. What is that ? 

General Kiser. That is the International Security Affairs Com 
mittee. It has on it representatives of the State Department, the 
Defense Department, ECA, and the Treasury Department, and the 
President’s representative, Mr. Harriman, is represented there. | 
don’t think he sits on it. 

Senator Witey. You mean that you haven't gotten quick enough 
action or direction from this ISAC group? 

General Krister. I think Mr. Spofford can answer that question 
better than I can, because I deal on the military plane and I get 
answers fairly promptly for the work I do. But I am sure that he 
doesn’t get answers always as quickly as is desirable. 

Senator Wier. Would you say so, Mr. Ambassador ? 

Ambassador Sporrorp. I think I covered that a minute ago, Sena- 
tor Wiley. 

Senator Witry. Yes—covered it up. We didn’t get that impression. 

Ambassador Srorrorp. Well, let me uncover it. 

No; I think we all feel that quicker action would be helpful to us in 
the field. In the agency here, from where I sit, that is the most 
important consideration, that we get a coordinated United States Gov 
ernment position promptly when these difficult questions that we 
have to put in come out. 


DELAYS IN GETTING DECISIONS FROM WASHINGTON 


Senator KNow.Lanp. But, Ambassador, if we are to be helpful, and 
after all the Congress is the determining body of the Government as 
to policy, we have to specifically know what these log jams have been, 
because here is the place and the time in which, if any adjustments are 
going to be made, they should be made. We are going into another 
year of this program, and we are going to have a critical Congress, 
the House and the Senate, that are going to ask a lot of questions, and 
1f we can expedite your work so that you can better eee it is 
going to be helpful when you come back again next yea 

Now, if because of a bad organization or because of unnecessary 
red tape or because it isn’t on a high enough level you are not getting 
the prompt response to which you are entitled, such as the genera! 
says he gets through military channels, then we should know whether 
you have made any investigation as to what is delaying that, so that 
we can correct it if it ean be corrected from a legislative } point of view. 

Senator Carn. May I just ask one question, because I must go, and 
I certainly hope you gentlemen will be back this afternoon. It was a 
year ago this month, “Mr. Spofford, that I had the great pleasure of 
being in your company and that of General Kibler, “and at that time 


you were saying precisely the same thing. You needed authority 
through which to get action. 
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Twelve months have gone by and we are listening to the same thing, 
which #8 in support of ‘Senator Knowland’s inquiry: What is it that 
the committee can do to be of assistance in getting you the authority 
you require 4 

Ambassador Sporrorp. Senator Cain, within the last 12-month 
period there has been a major organizational development here which 
I think has improved the situation greatly over the one that we dis- 
cussed in London, whenever it was, about a year ago. That is the 
organization of ISAC, this International Security Affairs Com- 
mittee. 

The Cuatrman. Here is ISAC, right here: The membership is the 
assistant to Mr. Harriman, Mr. Gordon; the assistant to the Secretary 
of Defense, General Burns; the Director of International Security 
Affairs, Mr. Cabot; the assistant to ECA Administrator Foster, Mr. 
Halaby; and the assistant to the Secretary of the Treasury, Mr. Heb- 
bard, 

It seems to put most of them in second place. They don’t put any of 
the big shots on that committee. I just named them for your infor- 
mation. 

Senator Lover. Mr. Chairman, may I ask what your plans are for 
the hearing today ¢ 

The CuarrMan. We are going to try to meet this afternoon if we 
are not interrupted too much by the session of the Senate. They have 
up that basing-point bill. I think we have got to push along. 


DEVELOPING INFORMATION ON THE PROGRAM 


Senator Lover. I have an engagement downtown at half past 2 and 
I probably won't. be back until half past 8. I would like to have an 
opportunity to ask some questions because I think this record 3 
terribly thin and I think we have got to develop a great many more 
facts than we have developed. 

The Cuairman. What do you mean by this record being “thin”? 

Senator Loner. “Thin” is exactly the word I mean. There are no 
specific illustrations of delay in the ISAC. When I was abroad at the 
SHAPE headquarters. everybody in the working level that I talked 
to said that there were terrible delays, and here we hear about delays 
today. We try to get one specific illustration and we can’t do it. 

I am trying to find out what are the goods that can be made cheaper 
abroad than here, and what progress has been made in making those 
goods quantitatively by countries, by items, by dollars. I want some- 
thing that the people who are in doubt about this program we can use 
to convince them with. I am for the program, but we haven't got 
anything today that is at all substantial, in my opinion. 

The Cuarrman. That is a pretty involved question, because what it 
may cost today may not be its cost tomorrow. 

Senator Loner. Ammunition, rifles, pistols, and all that—there is 
nothing very’complicated about that. We have to get those facts or 
we will never get off the ground upstairs. 

Ambassador Srorrorp. We undertook to give you the figures. 

Senator Loper. You said you would send them up in a memorandum, 
and you have been around here long enough, Mr. Spofford, to know 
that that isn’t quite the same thing. A memorandum that is printed 
in the back of the record, in fine print that it takes a microscope to 
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read it with, is not the same for those who want to read the record 
to see that the stuff came out in response to questions and dnswers. 

( Deleted.) 

Mr. Barr. In spite of the fact, of course, that the cost of those air- 
craft which will be produced over there will average about five times 
what the average cost was in 1948-49, 

Senator Knownanp. But in addition to that, Mr. Batt, you have 
some plans, and target dates are very fine and we have to have them, 
but we don’t always | reach targets even in this country. I should like 
to ask as to whether you could give us for the executive record or 
otherwise what actually has been accomplished toward that month 
by month so that we can be at least certain in our own minds when we 
make representations on the floor, although we can’t use the exact 
figures, that actual progress has been made, and that it is not just 
pi anned progress. 

Senator Loper. That is the way I would like to have it—actual 
accomplishments as of a certain date, and firm commitments for the 
future. That is the way I think it ought to be. 

Senator Knowtanp. I agree with Senator Lodge. Otherwise I 
think you are going to run into very serious difficulties. 

Mr. Barr. We are up against a very serious problem for the future 
because we cannot forecast the budgets of any of these countries, any 
more than we can forecast the budget of this country before the Con- 
gress has acted, and production plans are not likely to be too firm 
under those circumstances. 

Senator Loner. Have none of these governments indicated to you 
that they have agreed to do X quantity by X date? 

Mr. Barr. Yes: they have, and we have a program that is pretty 
well worked out for the NATO countries. I think we can give you 
substantially what you want, and definitely something more than I 
have given you here. 

Senator Loner. I think it is very important. 

Mr. Barr. The trouble is, we are dealing with highly classified 
material, 

Senator Knowtanp. Mr. Batt, on that point, we are now asking the 
Congress and the American people to put up $8.5 billion more to a 
S71 billion budget with from $7 to $10 billion in new taxes; to an 
extent we are assuming part of the burden of the defense establish- 
ments of these several countries. 

Mr. Barr. Yes. 

Senator Knowianp. When we justify our own Defense Establish 
ment to the Congress we have to know more about it than generalities. 
There is a certain security risk involved, but if they are going to 
require the money from us to do the job which a country “normally 
would do for itself—self-preservation is the first law of nature—we 
have to have more than just generalities here, and we will have to take 
such safeguards as are necessary on real sec urity, but not to be used 
asa cover-up so that we don’t know just what is being done, 

Mr. Barr. Senator Knowland, the records of the United States on 
pr duction are so impressive you can tell the world about them. ‘The 

eae of production in many of these Huropean countries are so 
small that we don’t like to tell Soviet Russia that whole story. 

Senator KNow.anp. F rom what they have over there I imagine the 
Soviets have a general rough approximation of that figure. 
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Mr. Barr. I expect that they know more about it than we think they 
do. 


PROPOSED MILITARY-HARDWARE PRODUCTION IN EUROPE AND UNITED 
STATES 


Senator Loner. We ought also to have yardsticks by which we can 
judge accomplishments in the future. I haven’t the slightest idea 
what hardware is made more cheaply over there than over here. 
a isa —a we ought to know. As this thing goes on year after 
year we can tell whether the United States is getting any kind of 
rin a of it. 

Mr. Barr. Our Defense Production Board is itself very new. It 
has been in existence only for 5 months, and we haven't yet gotten 
nearly all the information which we hope to get from these countries. 

Senator Loner. Don’t you know what hardware you want to see 
made in Europe and what hardware you would rather see made over 
here, from the standpoint of what is the most profitable thing? 

Mr. Barr. We know that in a very general term, Senator, but more 
particularly from the point of view of lead time; we haven't yet 
had the opportunity to look into it from the detailed point of view of 
efliciency, because in a general way the things which I have explained 
to you could not be m: ade over there, heavy combat aircraft and heav y 
guns, have to come from the United States, and the bulk total of that 
cost is so large that once we have taken care of that, we haven’t had 
much oceasion to go further down the line into the necessary detail. 

You see, we are dealing with thousands of items, actually, of mili- 
tary requirements, and there is so much that this small staff—the 
Defense Production Board staff at the present time is only about 50 
people ee 

Senator Loner. Haven't you segregated it into items you want to 
see made abroad and items you don’t ? 

Mr. Barr. We have done that generally, but not in great detail, 
for the simple reason that each of these countries has a need for its 
own requirements, which it sees, and is so much greater than its total 
financial capacity to produce. 

Senator Loper. I am not arguing that at all. You won't find a 
stronger friend of this program than I. There isn’t such a thing. 

Mr. Barr. We are sure of that. 

Senator Loner. I am trying to get facts with which I can persuade 
Members of the Senate who aren't as strong for this program as [| am. 

The Cuarrman. Come to order. It is really Senator Smith's — 
[am trying to keep this thing in order, but you see how difficult it is 
because every Senator wants to interrogate the other Senator’s witness. 

Senator Lover. I will be glad to wait until this afternoon. I didn’t 
want to jump in ahead of Senator Smith, but I will not be able to 
be here until 3:30 and I wanted to express the hopes that these wit- 
nesses will come back this afternoon, 

The Cnarmman. We are going to try to get them back. I don’t 
know what is going to happen upstairs. <A 4 o’clock is the vote. 

Senator Loper. I hope they will come back tomorrow if they can’t 
come bi ac ‘k this afternoon. 

The CuairmMan. Senator Smith, it is up to you. 

(The following charts were supplied to the committee in 


response 
to Senator Lodge’ S requests :) 
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Department of Defense 
PROPOSED FY 1952 MUTUAL SECURITY PROGRAM 
MILITARY ASSISTANCE BY DEPARTMENT 


WESTERN EUROPE 
($5,240 Million) 


NAVY 
($699 Mil) 
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PROPOSED FY 1952 MUTUAL SECURITY PROGRAM 
FUND DISTRIBUTION 
($8,500 Million) 


Near East 
& N. Africa 


American 
Republics 


MILITARY ASST. 
($6,303 Mil.) 


a/ Includes ECONOMIC assistance to Greece and Turkey. 
b/ Includes MILITARY assistance to Greece and Turkey. 
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Department of Defense 
PROPOSED FY 1952 MUTUAL SECURITY PROGRAM 
MILITARY ASSISTANCE PLANNED FUND UTILIZATION 


WESTERN EUROPE 
($5,240 Million) 





ORDNANCE $2,708 Million 
AIRCRAFT $1,425 Million 


VESSELS $ 398 Million 
OTHER $ 299 Million 
ACCESSORIAL $ 338 Million 
MISC, $ 72 Million 


7 Training, Repair of Excess., Depots etc. 





FY 1951 
1951 Non-Defense 
950 expenditures substituted. 
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Department of Defense 
MUTUAL SECURITY PROGRAM 


COMPARISON OF FUND UTILIZATION - PREVIOUS MDAP VS 
PROPOSED FY 1952 LEGISLATION 
(In Billions of Dollars) 


Billions of Dollars 
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HOW WAS THE MILITARY FIGURE COMPUTED 


Senator Smiru of New Jersey. I would like to ask Mr. Batt this 
question, whether you can give the formula by which all of you to- 
gether arrived at $5.2 billion for the military prgram. We are going 
to be asked this question, “Can you give us the details?” 

And we will say “No, because it is all classified. We can’t tell 
how many divisions; we can’t tell how many tanks and guns and so 
forth.” 

We will be asked, “At least have you men had the information given 
you in a secret session so you can say to us that you are convince ed that 
this is a sound figure ¢” 

We can’t even get that. 

Then we will be asked, “How do they arrive at the $5.2 billion? 
What is the formula ?” 

Mr. Barr. That is primarily General Kibler’s responsibility, and 
I think you will want him to answer that. I will add to it if it seems 
to need it. 

Senator Smirn of New Jersey. I am trying to get at what we 
Members of the Senate are going to say to the question we know from 
experienc e we are certain to be asked when the attempt is made to 
justify $5.2 billion for Europe on the military side. 

Mr. Barr. We understand your problem quite clearly, and we know 
the answer to it. 

Senator Smirn of New Jersey. General Kibler, how would you 
unswer that question ? 

General Kisier. I would go at it this way: We obtained from the 
countries a statement of the breakdown of the forces, a detailed break- 
down " the forces, which they are going to provide during the calen- 
dar year 1952. We have certain ouid: ance from the Joint Chiefs of 
Staff as ‘oo the criteria which we should use in judging the equipment 
which we might provide for those forces. 

Senator Smiru of New Jersey. Please let me ask you right there; 
if they say “We are going to have so many divisions,” do you determine 
what equipment they shall have, or do they give you their thoughts? 

General Kreter. They give us a general ‘idea. We piece it out and 
make recommendations to W ashington. 

Senator Smiru of New Jersey. And you arrive at a figure as to 
total quantity ? 

General Krister. We screen these things at the country level in 
cooperation with the ECA mission. Our military advisory group 
works very closely with the ECA to determine what the countries 
ought to do for themselves, what they ought to produce for themselves. 
They help in the first case to screen out themselves what they say they 
are going to do, but we look at it with a critical eye to determine 
whether they are doing enough, whether their forces agree with the 
defense plans, and all that sort of thing. 

Then, having determined the assets which the country has to apply 
against the requirements, you have a net statement of deficiency at that 
level. That goes up to the regional level, where the joint American 
military advisory group and Mr. Batt’s outfit give it another screen- 
ing, and we screen it particularly to see what one country ought to do 
for another and what can be done in the way of production in one 
country transferred to the other country. 
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Now, when that is done, the recommendation goes in to Washing- 
ton with a statement of deficiencies which we think they ought to con- 
sider for supply from Washington. It has been very carefull, 
screened, as I have said. We do not furnish them all the equipment 
by any means. We reduce the maintenance factor materially below 
what we would use. We reduce the scale of vehicles very materially 
below what we would use. We provide essentially the hard military 
items, such as weapons. We don’t provide such things as clothing, 
mess kits, and so on. 

That goes to Washington and the Joint Chiefs of Staff go over it 
again and consider what part they will recommend should be supplied 
from the United States. 

Now, all you do is apply the prices of the equipment which they 
recommend and that gives you the value. 

Senator Smrru of New Jersey. That is just the kind of statement 
I wanted to get, to show that process of arriving at that final figure. 

(The following additional information was furnished for the 
record :) 

EQUIPMENT (ENpD ITEM) PROGRAMING 


PRINCIPLES 


1. The principles upon which MDA programs have been developed are con- 
tained in the broad programing criteria which the JCS furnish to JAMAG 
preparatory to the development of a program for a fiscal year. In summary, 
the following principles have been applied in the development of all approved 
programs as well as the planned Fiscal Year 1952 program : 

(a) Equipment requirements for forces must conform to the force require 
ments approved by the North Atlantic Defense Committee and be based on the 
need for, and the ability of, the country to absorb and utilize the equipment 
requested. 

(b) Combat forces are equipped so as to approach a performance Capability 
comparable to that of similar United States units. However, the scale of 
equipment is related to the missions which the forces are expected to execute and 
to the conditions under which they are expected to operate. In other words, 
forces committed to a purely defensive role, and forces intended for specific 
conditions of terrain and climate, are not equipped to the scale of United States 
forces which must be prepared to perform almost any type of mission, almost 
anywhere. Also, most foreign forces are accustomed to operating on a more 
austere basis, as regards mechanical equipment and equipment to provide for 
th health and comfort of the men, than are United States forces. 

(c) Generally speaking, items supplied should be those primarily for military 
application—especially essential combat weapons. Other items—such as food, 
clothing, medical supplies, POL, and most engineering equipment—are furnished 
only under special circumstances. 

(d@) In general, common (commercial) spare parts, otherwise procurable 
by the requesting countries—such as spark plugs, fan belts, brake shoes, tires, 
tubes, etc.—are not provided. 

(e) Finally, but importantly, end items are not furnished to any country 
which can, within the time phasing called for by the medium term defense 
plan, produce, or otherwise obtain, the same or conparable items, itself or in 
any other country. This principle is applied by JAMAG in close collaboration 
with SUSREP, the United States representative on the NA'FO Defense Produc 
tion Board. 

PROCEDURES 


1. An end-item program is developed as follows: 

(a) Upon receipt of a directive from the JCS, giving the criteria upon which 
to develop a program, JAMAG sends out to the MAAG’s detailed instructions 
concerning the preparation of deficiency lists for the period in question, The 
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MAAG’s, in turn, give the necessary guidance to country authorities who then 
initiate the required work. Their work culminates in the submission to the 
MAAG’s of deficiency lists (and related data) which represent the estimated 
needs of their countries for resources. These deficiency lists are screened by 
the MAAG’s, in association with the appropriate country services and in coordina- 
tion with the ECA missions as regards the capability of country military 
production for meeting some of the requirements. The MAAG’s then bring the 
deficiency lists, and their recommendations concerning them, to JAMAG., 

(b) Within JAMAG, and with the collaboration of MAAG representatives, the 
country deficiency lists and program recommendations are considered by the 
service sections of MAPAG, to include screening and pricing. Attention is here 
given to the relationship of the proposed programs to NATO planning require- 
ments and priorities, as have been made available by the Deputy Director, 
VLANAT, with his recommendations. Furthermore, the capability of European 
production for meeting some of the requirements is again taken into considera- 
tion through collaboration with SUSREP. 

(¢) On the basis of all available information and guidance, JAMAG then 
develops a recommended allocation of tentatively earmarked funds, by service 
and country. All recommendations, together with the deficiency lists and related 
data, are then taken to Washington, by JAMAG representatives, for consideration 
by the JCS in formulating their recommended allocation of funds. 

(d) When this has been done, JAMAG representatives return to London, and 
the MAAG’s are directed to commence the task of preparing refined end-item 
programs. They do this with the assistance, again, of country authorities and 
in coordination with the ECA missions as to production possibilities. The 
refined programs are then brought to London where JAMAG, with the help 
of MAAG representatives and in collaboration with SUSREP, screens them and 
forwards them to Washington. 

(e) These programs are then screened by the services in light of availabilities, 
such changes being made, within fund limitations, as may be required by United 
States production capabilities, security considerations, and other factors. The 
programs are finally dispatched by the services to the Defense Depariment. 
After approval, they are transmitted to the Bureau of the Budget. After review 
by the Bureau of the Budget, the programs are presented to Congress for the 
enactment of enabling legislation. After completion of legislative action, the 
services finalize the programs, in accordance with funds appropriated, and then 
transmit them to the Department of Defense and to the International Security 
Affairs Committee for approval. After approval has been received, the services 
publish the approved programs and transmit them to JAMAG, the MAAG’s and 
other interested agencies for initiation of requisitioning and other imple- 
menting action. The programs are, however, subject to further change through- 
out their existence, and both JAMAG and the MAAG’s are alert to any new 
conditions which may make such modifications necessary or desirable. Also, 
the supply situation or other factors at home may cause deviations. 

2. The above-described procedure is shown graphically as attachment 1. 

3. With the organization of SHAPE, and the appointment of General Eisen- 
hower to the position of Supreme Commander (SACEUR), it has been accepted 
as basic planning and operational policy that future MDAP equipment program- 
ing take SACEUR'’s views into full consideration. Obviously, SACEUR will feel 
coordination in this regard to be adequate and effective only if (1) end-item 
programs are developed which reflect his ideas as to size and character, and 
(2) these are implemented expeditiously and according to plan. To this end, 
JAMAG is currently in a position to obtain from the United States element in 
SHAPE all necessary information regarding country force requirements, 
SACEUR’s plans for their employment, and recommended interservice and inter- 
country priorities. This information (as appropriately confirmed by JCS criter- 
ia) will be used by JAMAG and the MAAG’S, together with information as to 
requirements and resultant deficiencies submitted by the countries, to develop 
end-item programs that are fully in harmony with SHAPE’s plans. 
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DELIVERIES ARE CONDITIONAL UPON PERFORMANCE 


General Kister. I want to say one other thing, while I am talking. 
Although an item appears on a program and it is procured under the 
program, it is not necessarily delivered to that country unless the 
country comes through with the troops for which the item was intend- 

ed in a shape so that ‘they can maintain the equipment, care for it, and 
use it. That is our preoccupation, to see that it is done. 

Senator Smrru of New Jersey. What is our method of determining 
whether they have come through with those troops? Do they report, 
“As of this date we have 5 divisions, 10 divisions,” or what not ? 

General Krister. We have a military advisory group whose business 
it is to keep an eagle eye on that all the time, and I think they do it. 

Senator KNowLanp. Will the Senator yield at that point, because 
it fits in with what Senator Lodge and I have requested. 


PROVIDING MORE INFORMATION TO COMMITTEE 


tiner 


If the General will recall, a year ago when General Lemnitzer was 
presenting the program here the Defense Establishment, the MDAP 
establishment, supplied us with a folder which gave a breakdown, 
a list, of each country. It was cl: ssified as either “Secret” 

r “Top Secret.” They didn’t leave the committee room. They were 
a put into the record, but the members did have them so that they 
could at least be able to state on their own responsibility on the floor 
that they were satisfied that these items, or the funds, were being 
used properly, and so forth. 

Perhaps if you will check with the Defense Establishment some 
similar arrangement could be made this time for that information 
to be supplied, which would be kept and then collected by the Defense 
Establishment again. 

Senator Saurrn of New Jersey. I thank the Senator for that, because 
it is just what I have had in mind. If we can’t give publicity to some 
of the information we get, we can at least say to our colleagues, “We 
have had in confidential executive session the information which 
makes up these totals. We at least have seen it, and according to our 
best judgment we can recommend the amount.” 

General Kreier. I am told that the Office of Military. Assistance 
can and will provide that. information. 

Senator Smrru of New Jersey. I have just one more question, if I 
may, before we recess. 
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Depar 


SUSREP 


DD 


IMPLEMENTATION _ 


REASON FOR EMPHASIS ON EUROPE 


I understand, Mr. Spofford, that you and your colleagues are only 
concerning your testimony here with the European end of this. The 
rest of this bill, which covers the whole world, does not come under 
your jurisdiction and you are not testifying with regard to that today. 

[ want to put this question up to you. Here we have a bill totaling 
$8.5 billion, of which in round numbers $6 billion is for the military 
and $2.5 economic, taking the world as a whole. Of that amount we 
have $5.2 billion for Europe for the military and $1,625,000,000 eco- 
nomic, making a total of 614 billion out of the total of 814% just for 
Western Europe. We haven’t touched the countries in the other parts 
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of the world; we haven't touched the Greek-Turkish proposition ; \ 
haven't touched the Middle East, and we haven't touched the Far Eas: 

The question is, Is that an undue proportion of our total availab}; 
authorization here for just one area’ Is Europe so vitally more 
important than the rest of the world that we ought to give it tha 
particular emphasis, or aren’t you prepared to answer that 

Ambassador Srorrorp. Senator, as you have pointed out, we have 
no responsibility for anything but Europe, so we can’t testify as to 
the rest of the program. I think I can say this, that we all feel tha 
Europe, not because we have global responsibility, but I know I fe: 
as an American and as a taxpayer that the defense of Europe is vita 
to the security of the United States. In fact, it is the key to th 
security of the United States, and:I therefore think that withou 
knowledge of the rest of the world a preponderant allocation « 
resources to Europe is justified, and I think basically for that reason 
If Europe goes, there is not much point in thinking about the rest 
of the world. If Europe is held, then the rest of the world will hold 
too. That is oversimplifying it. 

Senator Smiru of New Jersey. Of course some feel if Asia should 
go then you are up against a real problem. 1 don’t want to raise 
that question, but I want to get in the record that some of us are con 
sidering the relative importance of these different areas in giving ow 
support—I am giving it very enthusiastically—to this program for 
Kurope. It does look to me as though possibly there is an over 
emphasis on one area of the world as against the other critical areas 
on Russia’s periphery. With the trouble in Korea, the danger of 
trouble in Iran. and other points, we may suddenly get socked with 
program of real military importance which we are not providing 
for. 

That is just a question to throw into the hopper. You fellows are 
talking of Europe and doing it effectively—very effectively. 

Ambassador Sporrorp. I think it is not merely because we happer 
to be representing Europe, because I think—and I speak for myself 
only, and I feel as I have indicated—that the European problem 
is the key to the rest of it, but I don’t have the responsibility which 
you do for looking at the problem as a whole. 

Senator Smirn of New Jersey. We have other witnesses coming to 
cover the rest of the program. 


FUTURE EUROPEAN SELF-SUPPORT 


Mr. Batt, do you figure from the study of production potentialities 
in Europe that in the course of 2 or 3 years the Europeans will be 
producing for their home defense so that from then on we probably 
won't have to sweeten their economic aid for keeping up their pro- 
duction ¢ 

Mr. Barr. I think generally so, yes, and particularly when I in- 
dicated that small arms, small-arms ammunition, transport vehicles, 
and the like, would seem to us to be the principal items that would 
then be required to keep them going, and that they have got the 
capacity for. 

Senator Smirn of New Jersey. That is very encouraging, and | 
know you made a very careful ‘study of that ‘all around the circle. 

That is all I have at present, Mr. Chairman. 
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The CHatrman. Senator Saltonstall [absent]. Senator Johnson 
fabsent]. Senator Hickenlooper ? 

Senator Hickentoorer. I don’t think I have any questions. 

The Crarrman. Senator Morse (absent). Senator McMahon ? 

Senator McManon. I do feel the same way about it as Senators 
Lodge and Knowland do about getting more detailed information as 
to how much goes to each country, what you propose to give to each 
country. I realize how secret that may be, but it is just one of the 
risks of running our kind of a show. I think our committee has got 
to see It. 


GETTING TESTIMONY ON ADMINISTRATION 


I would like to ask this, Mr. Chairman: Are we going to have any 
witnesses who are specifically going to testify about the organizational] 
features of this matter? 

The CuaimMan. Next week we will have those shown on the second 
page of your list of witnesses. 

Senator Smirin of New Jersey. I am trying to get an amendment 
put in on this basis, and if we ‘do I want the people to testify that 
have been giving me information on that. 

Senator McManon. I think it is something that ought to be studied. 

Senator Smirn of New Jersey. I am planning to introduce an 
amendment as something to shoot at today or tomorrow, so we will 
have something along the line we have been discussing this morning, 
on the united front. 

The Crarrman. Mr. Cabot will be up in a day or two on the organ)- 
zation of foreign aid problems. 

Senator McManon. Is Jim Webb coming up? 

The Cuairman. He is not listed. Then Mr. Humelsine and Mr. 
Ooms, whoever he is. 

Senator McManon. That is all I have, Mr. Chairman. 

The CuarrmMan. Senator Lodge (absent). Senator Knowland ¢ 


ROLE OF WESTERN GERMANY IN THE REARMAMENT EFFORT 


Senator Know.anp. I have just one question for Mr. Batt. I un- 
fortunately was delayed at the Appropriations Committee hearing 
on the military budget and came in at the tail end of your testimony, 
but I wanted to ask a question. Insofar as Western Germany was 
concerned, my impression of that part of the testimony, I think pos- 
sib ly in response to a question by Senator Saltonstall, was that you 
stated that Western Germany was not participating in this arms 
development, in this program. 

Mr. Barr. That is true. 

Senator KnowLanp. What are the plans to bring them into the 
picture? It seems to me that even though we have some political 
problems involved through the raising of a German Army as an army, 
they could be brought in and shoul d be brought into the industrial 
know-how and capacity to help arm Western Europe. | Deleted. | 

I frankly cannot see much justification why there could not be 
worked out small-arms production and other things which would be 
helpful to the entire Atlantic community. 

Mr. Barr. Senator, we have already in the other countries large 
unused facilities, substantial unused facilities for small arms and 
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ammunition—unused because there haven’t been funds to pay for it. 
And therefore, unless it was the United States which had gone into 
Germany to buy these things with American dollars, there would have 
been nobody who would have been interested in going in or able tv 
go in to use those idle facilities—nobody in Western Europe. 


POSSIBILITY OF USING COUNTERPART FUNDS FOR INTER-EUROPEAN 
PROCUREMENT 


ARMS 


Senator KNow.ianp. What study has been given to making this bil- 
lion and a quarter worth of counterpart funds available in a European 
pool, rather than in a single-nation pool, so to speak, so that that could 
be used to expedite production aie this military program ¢ 

Mr. Barr. We have discussed that since we have been here with the 
ISAC organization, Senator, and studies are being made to that effect 
right now. 

Senator Know1anp. So if the Eisenhower headquarters and you 
gentlemen felt that certain things for the French Army could be 

etter secured in Belgium, the Belgian counterpart funds could be 
used as between nations, rather than being limited to any individual 
nation ? 

Mr. Barr. That could very well come out of such a program. 

Senator Know .anp. I think we will be very much interested in 
some statement toward that end, because these counterpart funds— 
this question was raised a year ago, and at that time there was great 
resistance to using them in the military aspects of it. 

Mr. Barr. We haven't the authority in the present bill, you know. 

Senator KNowLanp. You would have had the authority had it not 
been resisted by the ECA organization, and I think you are going to 
get the authority in this bill, and we would like somebody somewhere 
along the line to get some information on that. 

(See p. 182 for additional statement of counterpart funds.) 

Ambassador Katz. That is being done very actively now, sir. 

The CuHarMan. Senator Fulbright, absent. Senator Hunt, absent. 
Senator Tobey, absent. Senator Cain, absent. 
absent. Senator Stennis? 

Senator Stennis. I have no questions, Mr. Chairman. 

The CuarrMan. Senator Gillette? 

Senator Girtterre. Mr. Chairman, I have two or three questions I 
should like to ask any of the gentlemen who care to reply. 


Senator Sparkman, 


TERMINATION OF ECA IN 1952 


Is it your understanding that if we pass the pending measure the 
life of the ECA will be continued beyond the termination date of June 
30, 1952 ? 

Ambassador Karz. That was discussed earlier this morning, sir. 
There seemed to be some uncertainty as to what the bill in that respect 
meant. It had been just my understanding that under the pending 
measure ECA would be continued for one more year. I had no under 
standing beyond that. 


Senator Gitterre. You mean after the termination date of the origi- 
nal act ? 


Ambassador Karz. No; until June 30, 1952. 
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Mr. Horn. If the pending bill is passed it will continue the life of 
ECA so long as there are any appropriations for it to administer. 
That is in one of the later sections of this act, which removes the 
terminal date of a year from this coming June and provides that its 
existence continues so long as aid is being administered under the act. 

Senator Guterre. I think that is undoubtedly correct, and I wanted 
to have it in the record. 


CAN ECONOMIC AID FUND BE SPENT FOR ANY OF THE PURPOSES OF THE ECA 
ACT OF 1948, AS AMENDED 


Under this bill, the $1,675,000,000 pursuant to the Economic Re- 
covery Act of 1948 for any country covered in that act, in addition 
to unexpended balances, is to be made available for the purposes set 
out in the act itself, the ECA Act itself. Among other things, it 
provided for the achievement by the countries of Europe of a healthy 
economy independent of extraordinary outside assistance, for facilitat- 
ing and stimulating the growth of international trade to participating 
countries, with one : another and with other countries, by appropriate 
measures, including the reduction of barriers which may hamper such 
trade. 

Inasmuch as this bill would make this $1,675,000,000 available for 
any of the purposes of the ECA Act including those that I have just 
mentioned, would it be your judgment that you could spend any of 
these dollars, this $1,675,000,000, in addition all unappropriated bal- 
ances, for any of the purposes set out under the ECA Act, rather 
than exclusively for military aid ? 

Ambassador Karz. Sir, it was my understanding that those pur- 
poses are modified by the preamble of the new bill, and the preamble 
of the new bill sets out new purposes specific ‘ally related to the defense 
program. 

Senator Giuterre. May I call your attention in that connection to 
the fact that the new purposes set out are these : 

The Congress declares it to be the purpose of this act to promote the foreign 
policy of the United States by authorizing military, economic, and technical 
assistance to friendly countries to strengthen the individual and collective 
defenses of the free world, to develop their resources in the interest of their 
security and independence and the national interest of the United States, and 
to facilitate the effective participation of those countries in the United Nations 
system for collective security. The purposes of the Mutual Defense Assistance 
Act of 1949, as amended, the Economic Cooperation Act of 1948, as amended, 
and the Act of International Development shall hereafter be deemed to include 
this purpose. 

Therefore, these purposes to which you have alluded, Mr. Ambas- 
sador, are in addition to the purposes that were provided in this act. 
But would it not be your judgment that any of this money could be 
spent for these additional purposes ? 

Ambassador Karz. As you read it, yes sir; it could; and I would 
take it that what they had in mind by that, sir, was the position of 
countries like Germany and Austria and Greece, whose condition is 
vital to the security of the United States but which are not yet in 
NATO and are not, therefore, part of the military area which is under 
the command of General Eisenhower today. They may have had in 
mind—I would assume they did—the need to continue to work in Ger- 
many and Austria and Greece. 
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Senator Gituerre. Of course, what the framers or suggesters have 
in mind is helpful, but what we actually enact into law is what is 
binding, and it would seem to me that, as drafted, this continues the 
authority of the ECA to expend any of this sum of money in addition 
to any hold-over unexpended balances for any of the original pur- 
poses of ECA. 

Ambassador Karz. As you read that, sir, that would seem to be true 
ves, sir. 


OBLIGATION OF UNEXPECTED BALANCES OF ECA FUNDS 


Senator Giititetre. Now may I ask you this in that connection: | 
asked Mr. Foster this, and perhaps it is unfair to ask you; are there 
any unexpended balances inthe ECA? He stated that there were not, 
and then in response to further questions he said that there were 10 
unobligated balances, but there was something like $1 billion of un- 
expended funds. . 

That being the case, I asked him if they were firm obligations, if 
they were obligated firmly, and I believe his answer was that they were 
not firm. 

That would make those sums of money, even though they are 
obligated, if not firmly obligated, available for continued ECA pu 
poses, would it not? 

Ambassador Karz. On that statement, yes, it would, technically, 
although the purposes for which they are obligated may be so vital 
that as a practical matter it would seem necessary to go through 
with them. 

Senator Gmterre. I am asking this question because of our obliga- 


tion to our people and to you, and you have the same obligation. This 
is a tremendous sum of money, and I called the attention of Mr. 
Foster to the fact that on the basis of 1 of the 48 States, this bill pro- 
vides for the expenditure of over $180,000,000 by the people of the 
State of Lowa, and they are entitled to something definite, gentlemen. 


[LOW ECONOMIC AID FIGURE FOR EUROPE WAS COMPUTED 


May I ask you this question: It is with reference to this $1,675. 
000,000. In some of the previous testimony this morning reference 
was made to a suggested cut that was contained in a bill introduced 
by Congressman Richards, or to be introduced, and some one of you 
gentlemen stated that the cut would be of vital import in that it 
would seriously and deleteriously affect the program. Is that true? 

Ambassador Karz. I testified to that, sir, with reference to that 
part of his cut which applied to Europe. I have no view as to the 
other part of his cut. 

Senator Guterre. Therefore my question is this: How was this 
sum of $1,675,000,000 reached? Is it a fixed figure, a figure that you 
can’t cut a dollar off of without seriously impeding the program, or 
you can’t add a dollar to it?) How was it reached? — 

Ambassador Karz. I can tell you exactly, sir. What we do is this. 
Take it country by country. Take, let’s say, Italy. We compute the 
kind of defense program and the kind of defense budget which in the 
opinion of the United States, Italy should undertake. Mind you, not 
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the one she is in fact undertaking, but the one which in our judgment, 
che should undertake in the interest of NATO. 

That involves a calculation of the rate of economic activity which 
would be the result of and connected with and necessary to that 
defense program. That, in turn, involves a calculation of how much 
they would need for that rate of production in the way of tools, steel, 
copper, lead, zine, smal] component parts, and so on, 

Senator Guuterre. That is estimated by your people? 

Ambassador Karz. Actually that estimate is made by our people 
with the assistance of theirs. 

Then we compute how much of that the Italians are capable of 
making for themselves, how much they are capable of buying from 
people in other parts of the world other than the United States, and 
how much they have to buy from the United States. Then we com- 
pute how many dollars they would be able to spare to buy in the 
United States, and what is left is the deficit, and we calculate the aid 
figure of Italy on the basis of that deficit. In other words, the deficit 
represents the dollars which in our calculation Italy would have to 
have to buy the tools and materials which she can only get in the 
United States for the production program necessary to underpin the 
defense program which we have envisaged for her. That is the way 
we make the calculation. 

Senator Giuterre. Then, with the consolidation of those figures in 
those countries you come to this position ¢ 

Ambassador Karz. That is the $1,512,000,000 for Europe. The 
extra figures cover certain things such as costs of the development of 
certain strategic materials, aid for Yugoslavia, and so on. 

Senator Guerre. The entire figure was related to the military 
assistance program ? 

Ambassador Karz. In our calculation it most certainly was. 

Senator Guuzerre. And none of it was designed or intended or 
figured to carry out these original purposes that are continued in the 
ECA Act? 

Ambassador Karz. Most certainly not. I testified this morning 
that I had sent a letter to all of the ECA countries saying that the 
previous basis for calculating aid would not be followed, and thence 
forward when we received a request for aid our calculations would 
be made solely in terms of support for a defense build-up. 


MILITARY PRODUCTION ELEMENTS IN ECONOMIC AID FIGURE 


Senator Gitrerre. Then, if the bill should be passed and the au- 
thority of the ECA extended under the original provision, insofar as 
any of these funds were expended for those purposes it would leave 
the military aid assistance deprived of that sum? 

Ambassador Karz. I am hesitating, sir, because it is one of those 
questions which involves a lot of technical curlicues. Substantially 
the answer to your question is “Yes.” I wouldn’t go into any fancy 
explanation. 

Senator Guutetre. That is not the fault of your group. That is 
the fault of the legislative branch. 

Ambassador Karz. Let me say at least this much: We include in 
that caleulation such things as generators to maintain power stations 
so there will be a sufficient level of electric power in the area, not only 
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to maintain production but to operate a defense force when it is 
created. It isn’t all directly related to the production of a particular 
article of war. It includes calculations with regard to the transpor- 
tation system, electric light and power system, all of the basic ele- 
ments of the economy without which nothing else can function any- 
way. 

Senator Gitterre. You won’t contend that if the authorization is 
cut in any reasonable amount it would destroy your whole program, 
but it would impair it ? 

Ambassador Karz. That is exactly right. 

Senator Gitterre. Because of the plans you have made? 

Ambassador Karz. That is exactly right. 

The Cuatrman. The committee will stand in recess until 2: 30, 

General Kister. The Office of Military Assistance will have charts 
here when the committee reconvenes after lunch, showing the country 
and service breakdown by dollars, and by major items of equipment, 
Information based on these charts will be available, later this after- 
noon or tomorrow, for each member of the committee. 

The CHarrmMan. I am glad you are going to have those charts, 
because they will give us a more vivid view. 

Senator Surrn of New Jersey. And that is top secret. 

Ambassador Karz. My last answer was subject to the exception 
I previously made as to Germany, Austria, and Greece. 

Senator Giterre. Certainly. I understood that. 

(Whereupon, at 1 o’clock p. m. the hearing was recessed, to recon- 
vene at 2: 30 p. m. of the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:35 p. m., pursuant to the noon 
recess, Senator Connally presiding. 

Present from the Committee on Foreign Relations: Senators Con- 
nally (chairman), Green, McMahon, Sparkman, Gillette, Wiley, 
Smith of New Jersey, and Brewster. 

Present from the Committee on Armed Services: Senators Morse, 
Knowland, and Cain. 

(Senator Byrd, acting chairman of the Committee on Armed aes 
ices during the absence from Washington of Senator Russell, w 
absent, presiding as acting chairman at a previously scheduled meet- 
ing of the Senate Committee on Finance. ) 

The Cuarman. The hearing will be in order. 

I believe someone said we were to have these charts here this after- 
noon. 

We completed the list of those who wished to ask questions. 

Were you in on that? 

Senator Brewster. No. 

The Cuarrman. We will let you interrogate the witnesses briefly 
because we want to get these charts in before that 4 o’clock vote 
upstairs. 

Senator Brewster will be allowed to question these gentlemen. 

Senator Brewster. Since I was absent for the last 15 or 20 minutes, 
perhaps they covered what I had in mind. If so, I would not want 
to repeat it. 
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On the matter Senator Green inquired about, which I think is a 
matter of great interest and importance, about the way this spreads 
out—Mr. Katz is not here? 

Ambassador Sprorrorp. He is to return. 


WHAT CONSTITUTES ECONOMIC AND MILITARY AID 


Senator Brewster. I will defer that question until he returns, be- 
cause he is the one who will deal with that. 

On the other aspect, about the economic aid, how is a machine 
tool figured, is it economic aid or military aid ? 

Mr. Barr. It is so-called economic aid, Senator. 

Senator Brewster. In other words you said Britain had to have 
these machine tools to carry out the program you wanted ? 

Mr. Barr. Yes, sir. 

Senator Brewster. That would be what you term economic aid? 

Mr. Barr. Yes, sir. ; 

Those machine tools which were furnished in the last fiscal year did 
come under an old commitment which we had made to the British 
as to so called MAP aid, but we are proposing ‘no such aid for Great 
Britain in fiscal year 1952. We propose only end item aid for Britain 
in 1952. No economic aid is proposed. 

Senator Brewster. When you say “end items,” does that mean 
machine tools? 

Mr. Barr. No, sir, finished weapons. 

Senator Brewster. How will they get those machine tools? Will 
they have to pay for them? 

Mr. Barr. Yes, sir. 

Sexator Brewster. That is not beyond what you consider to be 
their economic capacity ? 

Mr. Barr. As things are now, Senator, we feel that they can and 
should. 


METHODS OF DISTRIBUTING INCREASED PROSPERITY IN EUROPE 


Senator Brewster. Mr. Katz, in connection with what Senator 
Green was asking about with regard to the distribution of these bene- 
fits, is it not the fact that on the phase which he was presenting, the 
most practical way to reach that is through taxation ? 

Mr. Barr. It might. 

Ambassador Karz. It might very well be one of them; yes, sir. 

Senator Brewster. I will take the specific case which Senator 
Green proposed, which was the fellow who quadrupled his profits as a 
result of a loan. 

If you start in on the wage end or start in on the price end, you 
immediately run into the effect on other concerns as I think our 
chairman pointed out. 

If you approach it on the taxation angle, of taking their profits, as 
we do in this country with the excess profits tax, then you do reach 
the ones who deserve it, and you do not affect the others. 

Is that not the practical answer in most cases? 

Ambassador Karz. That may very well be, sir. 

As I said, it would be a question of the whole internal policy of the 
country, how far through price policy, how far through taxes, and 
how far through wages. 





Ys MUTUAL SECURITY ACT OF 1951 


I think it is one of the important factors. 

Senator Brewster. I would like for you to explain to me how yi 
could differentiate between the fellow who got aid and got profits 
and the fellow who did not get aid and was up against it, exce)t 
by taxation. 

Ambassador Karz. It would be extremely difficult to administer jt 
the other way. 

Senator Brewster. Yes, 1 think that is clear. 


TAXATION IN GREAT BRITAIN 


Now I want to come to my second point about this tax question 
which it seems to me has a very pertinent bearing as to whether the 
burden is being distributed equitably. 

We were told in the United Kingdom that they have no excess profits 
tax, that all corporations were taxed 10 percent on their earnings. 
We understood that from responsible authority. If they distributed 
in dividends, the recipient is then subject to a very heavy tax; but if 
they do not distribute it, it only has the 10 percent corporate tax: 
there is no compulsory distribution of dividends such as we have 
in this country, and there is no capital gains tax. 

The result is that a family corporation can multiply its capital by 
100 in the course of 10 or 12 years and then through the sale of the 
assets realize those gains and pay no taxes. 

If that is correct, would you agree that it presented quite a serious 

variation from what we conceive to be the equitable portion ? 

Ambassador Karz. Yes, sir. I do not know what the facts are, 
but if that is correct, we should find out the reason for it. 

(The following statement was supplied for the record :) 


BritisH TAXES ON CORPORATE INCOME 


British taxes on corporate income involve two elements: Corporations are 
liable for a profits tax on earnings over £2,000 which is charged at 10 percent on 
undistributed profits, and under the present budget will be 50 percent on distrib- 
uted profits. After the payment of the profits tax, corporations then pay income 
tax at the full standard rate of 474% percent on the remaining net profits. 

Senator Brewster. It was so incredible to me that I am still relue- 

tant to believe it. It was given to me, I believe, either by our No. 1 or 
No. 2 man in England, and I think in your capacity as our economic 
counselor it might be well to check precisely what that is. 

Mr. Barr. 1 can answer one part of that question, Senator. 

The Chancellor just announced the other day that there will be no 
permitted increase in dividends over the next fiscal year beyond those 
which has been paid by a corporation in the previous fiscal year. 

Senator Brewster. Unfortunately you ev idently have not read the 
morning paper where the Chancellor was quoted as considering that 
as a ghastly joke and that he couldn’t see how anybody with his right 
senses could believe it. He thought the members of the stock ex- 

change ought to have had sufficient sense of humor to have known 
that that couldn’t have been anything but a bit of British humor. 

Mr. Barr. However, there have never been any capital-gains or 

capital-loss taxes in Britain. 

Senator Brewster. If what you say is correct that would reinforce 
what I am saying and would make it even more marked, you see. It 
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would prevent their getting any revenue, if they were not permitted 
to distribute any dividends. 

Now I was here and heard most of the discussion on the possible 
organization. 


ELEMENTS IN MILITARY PROCUREMENT, DOMESTIC AND FOREIGN 


Mr. Katz, you spoke a little casually, I thought, of the soldiers 
and sailors in procurement. They determined what instruments they 
wanted but when it came to procuring them there were many other 
factors that entered into it. 

In this country, while it is true that Mr. Wilson is concerned with 
defense production, it is my understanding that the actual procure- 
ment is done by the military agencies; is that correct? 

Ambassador Karz. Yes, | sir; and it is my belief that it should stay 
that way. 

Senator Brewster. Similarly, abroad, we are going to do the pro- 
curement. Most of the factors entering into that are of the same 
character as here; that is whether or not “they have the machine tools 
to do the job; whether or not they have the raw materials. 

That is, you need the same answers as you do here from Mr. Wilson 
before it can be determined. 

Now, there is one other factor which is different, and that is as to 
whether the economy of the country can get the funds or the materials 
todo it. That is, that is in the international exchange field. 

Is that not the only factor which varies from the “proble m that we 
have here at home? 

Ambassador Karz. I would say that is the principal difference; 
yes, Sir. 

Senator Brewster. Therefore, you should have Mr. Wilson’s agency 
with a foreign adviser such as yourself. From my visit in Paris 
with you, and here, I am more than ever convinced that you are very 
smart, as you were the first bureaucrat whom I have ever seen who has 
recommended your own abolition, which has impressed me very 
greatly. 

Senator Green. He rather hedged on that. 

Senator Brewster. No; he did not. His record is O. K. 

Getting rid of your job ahead of time certainly entitled you to an 
accolade, | and for less money than envisioned, so you rate very high. 


POSSIBILITY OF UTILIZING THE OFFICE OF DEFENSE MOBILIZATION (ODM) 


If the Defense Production Administration, under Mr. Wilson, 
should carry out in the foreign field, with the assistance of men like 
vourself and whatever staff was additionally required, would it not 
be the most practical way of integrating this, with whatever advice 
they needed from the Eisenhower or ganization, also on the foreign 
field ? 

Ambassador Karz. I think that would be a possible way of doing it. 
I think if it were done that way, the organization whic ‘+h Mr. Wilson 
would have to build to do it would be equal in size and operating com- 
sep to a separate organization, and I would think that you would 
get a better result administratively by having the separate organiza- 
tion, fixing responsibility squarely on it, so "its discharge of its re- 
sponsibility can be seen more clearly. 
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Senator Brewster. It has just been brought home to me very for. 
cibly because we have just gotten the first substantial defense order 
in Maine, which was machine guns. The whole problem was whether 
or not they could get the machine tools to do the order. They had to 
have them. <A thousand of them. Exactly as other concerns in this 
country and abroad have to have them. 

That is Mr. Wilson’s job, to determine where the facilities can be 
most equitably distributed and applied. 

It seems to me that, in the matters of character of material, the 
quantity of material, the distribution of material, you have the two 
jobs, one is that of the military who determines what we need and the 
other is defense production who determines what can be done and 
how it can be most equitably allocated. It seems those two agencies 
could be much better integrated at home and abroad than to create 
a third which would necessarily cross the line. 

Ambassador Karz. As I say, it would be possible to do it that way. 
I repeat, if Mr. Wilson were given those responsibilities he would 
have to build an organization as big as this one. 

Senator Brewster. As big as this one? 


Ambassador Karz. As big as a separate one would be. Let me put 
it that way. 


SIZE OF ORGANIZATION NEEDED 


Senator Brewster. You certainly would not mean as big as the 
Economic Cooperation Administration was during the days of its 
great responsibility ? 

Ambassador Katz. I should not be surprised if a new organization 
to handle both military and economic aid if that is what you have in 
mind, sir, would be about that size. 

Senator Brewster. How has the personnel varied in your organiza- 
tion, from start to finish ? 

Ambassador Katz. Varied in numbers, do you mean ? 

Senator Brewster. Yes; what is the minimum and maximum num- 
ber? 

Ambassador Karz. Well, passing the time of initial build-up, Sen- 
ator, it has remained fairly uniform. That is to say, our first taking 
the European organization of ECA, it has been in the general neigh- 
borhood of 1,200 Americans and 2,000 locals. That is the entire per- 
sonnel of all the organization in Europe, all 17 missions plus the OSR 
in Paris. 

Now, there has been a variation but the variation has not been 
very far from that. The variation has not been by much more than 
100 Americans either way. That is in the original bill now. 

Senator Brewster. Is that approximately what it is now? 

Ambassador Karz. It is approximately that now. 

Senator Brewster. Do you anticipate that same number will be 
required in handling this job in the next year? 

Ambassador Karz. I think so, Senator. I see some humor in that 
as I have made various attempts to get that number down and every 
time T have done so I have wound up with a series of demonstrations 
that has meant the development of new jobs. As soon as we severed 


old people from doing old jobs, new people would have to come in 
to do new jobs. 
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My thought would be that it would be an organization of that size. 

Senator KNow.anp. That even happens in Washington, I might 
add. 

Ambassador Karz. I think so. 

We should try to get it as small as possible, I think. I think an 
organization of 1,000 Americans for the whole of Europe is not a 
large one. That includes the services, the communications, the supply 
people, and all the rest. , i 

Senator Brewster. It is a little puzzling. Ninety percen: of this 
is going to be military procurement, or accessories to that, and that 
presumably will be a very different problem than that presented to 
you under the ECA, but you are still going to require the same 
number of men to handle that. 

Ambassador Karz. I was turning this calculation to an assumed 
new organization that would combine both functions. 

That is what you had in mind, was it not? 

Senator Brewster. I was hoping that we could allocate to the 
Defense Establishment, and to the Defense Production Agency, the 
responsibilities in Europe as here, and the result might be not only 
far more efficient operation, such as we hope we are going to achieve 
here, but also some economy through the integration. 

The CuarrMan. Right on that point, may I ask a question, Senator? 

Senator Brewster. Yes, sir. 


POSSIBILITY OF OVERSEAS ADMINISTRATIVE INTEGRATION 


The Cuatrman. What about putting the ECA and the arms pro- 
gram all under the same head over there? 

Ambassador Karz. I am inclined to think that would be a sound 
thing, sir. 

The Cuarrman. When you have two agencies you have to run to 
each one, and so forth and so on, and deal all around. It seems to 
me like it is all in the same basket in a way. 

Ambassador Karz. Yes, sir. I am inclined to think they should 
be put together. There are certain basic things which you have to 
watch. 

As I indicated this morning, the responsibility for determining re- 
quirements for the actual procurement should rest with the military 
services. I think we want to watch the terminal date and you do not 
want to let this become a permanent thing, and I think you have to 
have proper procedures and arrangements to make sure that the 
Department of State’s responsibility for basic political guidance re- 
mains unimpaired and is effectively discharged. 

I think that can be done and I think on an operating basis, putting 
those two together, seems to me to make sense. 


INTEGRATING FOREIGN AID ADMINISTRATION IN WASHINGTON 


Senator Brewster. I would like to ask General Kibler about that 
now, as to the possibility of integrating the situation. 

General Kreter. The Defense Production Board is now operating 
under the Defense Department. However, I think the end-item busi- 
ness has to continue to operate as it does now. 

I do not know just what you have in mind, in setting up a single 
head over there. 





292 MUTUAL SECURITY ACT OF 1951 


Senator Brewster. In my discussions with General Eisenhower's 
staff, they did not want the responsibility under them over there. 
They said you had to determine over here what you could afford from 
this country, that that was the one problem here. They can tell you 
what they want. You can tell them what they may have. You have 
the additional responsibility of determining what Europe can produce, 
That would be the additional responsibility that would be on the 
Defense Department, plus the Defense Production Agency. You 
would have to naturally have some additional personnel on that. 

General Kister. You would be assigning the economic combina 
tions in the country to the DPB. 

Senator Brewster. With regard to machine tools. Whether 1,000 
went to the State of Maine or 1,000 went to Britain according to the 
job you feel most essential to be done. 

General Kinter. Maine or Britain? 

Senator Brewster. I assumed that the entire production of America 
is devoted to one end, and that while we are giving $5 billion to 
Europe, we are giving $50 billion to the American forces. 

I see no reason why the American administrators of our defense 
economy should not determine how far the stuff can be produced 
overseas and how far here, and if it is to be produced in Europe, how 
much you will let them have of your precious machine tools or raw 
mis uteri: als to do the job you finally determine they can do best; why, 
it is not logical to have that all under one head. 

General Krster. How would you integrate the political impact of 
that ? 

Senator Brewster. You will have to have your economic advisers 
like Mr. Katz. He would be one of your boys. Or someone similar. 


General Kieter. I am thinking of aid as a paris al weapon. 


Senator Brewster. I agree fully with Mr. Katz that on its political 
aspect, we must control it with the State Department. I happen to 
be one of those who feel more strongly than somebody else, I think, 
on the committee about that, that your ambassador should be your 
No. 1 man, and that at any time you detract from him, you injure our 
country, and I think that is why we have not sold ourselves better in 
some spheres. 

General Kreiter. You could not turn that over to the Defense De- 
partment, I do not believe. 

Senator Brewster. No; that has to be finally cleared there. 

General Krerer. That Seems to defeat the single head, to me. 


FUNCTIONS OF THE DEFENSE PRODUCTION BOARD 


Mr. Barr. Would it help, Senator, if I told you how the United 
States member of the Defense Production Board works, and from 
here he gets his authority. Because Senator Knowland joined in this 
morning in suggesting that this program was a little thin. 

I am here in the c: ipacity of the United States member of the De 
fense Production Board. 

Senator Brewster. That means under Mr. Wilson. 

Mr. Barr. No, sir. I get my appointment from General Marshall. 
T clear all Defense Production Board matters through Munitions 
Board channels, and it is up to them, when they get any inquiries from 
us—information which we need or information which we give—to 
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clear that on this side, by whatever means appropriate. But I am in 
that capacity, General Marshall's nominee. 

Now, in my function I have a staff of 38 people, which includes 20 
technical experts, almost all of whom have come out of the military 
organization—principally ordnance, and aircraft ordnance and the 
like. I have 18 other people who do statistical and clerical work and 
that sort of thing. 

We have, with those 20 people, furnished a good deal of the staff 
work for this newly born Defense Production Board. The reason why 
we have not been able to give the information which the Senator is 
perfectly right in desiring to have, is because this is such a new opera- 
tion. The business of pooling the knowledge of production and pro- 
duction possibilities among European countries is something that 
never happened before. To try to do it and get very far with it in 
5 months, I am sure you will agree, is difficult. It is difficult to do in 
the United States, with the organization and cooperation we get, and 
it is a very hard thing to get ‘underway over there. 

We have made arrangements for the exchange of information as 
to contracts actually let ‘by periods, by countries, by commodities, but 
it took us a good while to get that under way, because we were not— 
the United States was not until recently—willing to table its own 
information on what we were doing. When we would not table, the 
British did not want to table and the French did not want to table. 

But we finally got agreement, since the United States is now making 
those figures public, of authorizations for purchase of military weap- 
ons by “months, we have the nations over there to agree to do the 
same thing. 

Therefore, when we testify before you again, we will begin to have 
a background of information which will show the rate at which orders 
are being placed in these various countries for the various categories of 
goods. ‘We just have not gotten that far yet. 

I would like to respond, if I may, to another impression which 
Senator Knowland had, and that was that it would be interesting to 
know the differences in costs here and abroad, and that is a reasonable 
question, but it has not been one up to this time which has seriously 
concerned us, because we have not been buying anything. We have, 
of course, been making purchases for our occupation troops in Ger- 
many but those have been ordinary housekeeping items. 

The United States has not purchased anything in Europe. 

There may have been very tiny exceptions but we have not had an 
occasion to figure out costs as between this country and Europe. 

| Deleted. | 

Senator Brewster. In a sense then, as I understand, you perform 
the function we are looking for of cunning these things between our 
domestic and foreign requirements ? 

Mr. Barr. In a sense, as the United States member of the Defense 
Production Board, I do that. 

Now I have two sources of assistance over there; one, General Kib- 
ler, and JAMAG—whiech is Joint American Military Advisory 
Group—which is a sum total of the MAG in all the countries with 
which you are familiar, that source of advice on the military side. 
The country missions, of which the ECA is one factor, provide the 
information on what we would call the formal, economic considera- 
tions prevailing in a country. 
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These problems, you must understand, are just beginning to crys- 
tallize. If we have a problem of procurement as between two coun- 
tries—let us say we have a problem of deciding where we ought to 
suggest that additional howitzer production should go in 


PROCESS BY WHICH SPECIFIC PROJECTS ARE SCREENED AND AGREED ON 


Senator Brewster. We had a certain tank somebody testified about 
that France wanted to build. How would that be determined ? 

Mr. Barr. Very well. They come into the Defense Production 
Board with their program. That program has in it certain tanks. 

I go to General Kibler and to the F rench mission, the French ECA 
mission, and to the country team in France and say to them, “Wh: at 
position do you jointly think I ought to take on this certain tank?’ 

[ Deleted.] 

If we decide to go ahead and I reflect the United States position 
in the Defense Production Board, that there is no objection on our side 
to the French building that certain tank, then they will come up to 
us—they will come up to ECA, in France, to the French mission, 
and ask for machine-tool help and probably raw material help, too. 

Since we have approved the project, itself, we will then—ECA in 
France will then carefully scrutinize all of those machine-tool require- 
ments with the help of the MAG and will come up with the position, 

“These should be granted because they can’t be had any place in Eu- 
rope; therefore, it must come out of the United States.” 

Now before the ECA mission decides that it wants to approve a 
tank, it will, through the Office of the Special Representative (OSR), 
which is a central focal point for eatin who has made the 
machine-tool survey of the NATO countries, it will make a quick 
check around to see whether those machine tools are available in any 
other country in Europe. They may not be available in France but 

are they available any place else ? 

They will finally come up with the judgment that they are available 
or they are not available. If they are not available, they will then 
recommend to the United States, with the concurrence of the military 
in Europe, that those machine tools are essential to that particular 
tank program, and that application will then go through the normal 
screening, allocation procedures here, and sometime one hopes that 
we will vet the machine tools. 

Senator Know1ianp. But you rev ersed the field on a specific ex- 
ample. Apparently we take a dim view, or have, on their building 
a certain tank. 

Now, can you go through this process, if it is your judgment and 
the judgment of the military that it is neither economic nor otherwise 
desirable for the French to do it, and they can’t build the tank without 
the machine tools—when you say “No,” does Mr. Katz say “No,” and 
do you say “No” on down the line? 

Mr. Barr. I don’t say “No,” Senator, until Mr. Katz for ECA and 
General Kibler for MAGS have jointly agreed, and then I say “No.” 

Senator Wier. What about “Yes”? 

Mr. Barr. It is the same thing. 

If each of us agree, we come up with a decision, and that is the line 
we are going to take. 

Senator Brewsrer. Is that a 12-man board ? 
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Mr. Barr. Yes, one man from each country. 

Senator Brewster. That is the NATO Defense Production Board ¢ 

Mr. Barr. Yes. 

Senator Brewster. You represent the Defense Department of the 
United States on that? 

Mr. Barr. That is right. 

Whenever we decide there is something they ought to make and 
that we want them to make, then we will use all the pressure we can 
to see that they do make it. 

That is the advantage, we think, of this regional approach. 

General Kibler, through his MAG boys, will put on whatever heat 
they, can. 

On the political side Ambassador Spofford will do the same thing; 
with OSR and the country mission in question, Mr. Katz will do the 
same thing. 

We try to direct them to a point where they do, as nearly as may 
be, what we would like to see them do. 

Senator KNow.anp. I just wanted to see if the brakes were as good 
as the accelerator on this. 

Mr. Barr. If we are against it, we say, “No help from us.” 


NUMBER OF PERSONNEL REQUIRED FOR OVERSEAS ACTIVITIES 


Ose 
required in Europe to perform this function of advising you on the 
economics of the thing? 

Mr. Barr. I am sorry, Senator, but I say I think the organization, 
under whatever name and to whatever boss it is responsible, is going 
to be about the same size. 

To the best of our knowledge we are not duplicating any effort over 
there today at any point. I cannot do any of General Kobler’s work, 
and it is thoroughly agreed between him and the ECA missions that 
the kind of field knowledge which these ECA missions have built up 
over the years is something which his people do not have and do not 
pretend to have. 

I don’t say they couldn’t staff up for it, you can staff up for any- 
thing, but it would require, I think, about the same kind of people 
and about the same number of people. 

The NAG mission in Great Britain has altogether for Army, Navy, 
Air Corps, stenographers, clerks, and everything else, only about 42 
people, I think it is, of which there are only some 20 military experts. 

Senator Brewster. We have been spending $4 billion a year over 
there in economic rehabilitation, and that is now dwindling to very 
insignificant proportions. The procurement is now military ma- 
tériel, which is another function. 


Senator Brewster. You would feel there would still be 3,200 people 


FUNCTIONS THAT HAVE TO BE PERFORMED IN EUROPE NOW 

It is going to require the same 3,200 people to determine simply the 
economic allocation of how this matériel is going to be produced. It 
is still a little startling to me. 

Ambassador Karz. Let us take a case in point, Senator: 

Let us say that the Italians ask for a certain gun. The question 
arises: Can they make it themselves? The Italian Government says 
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they can’t. You want someone to make a survey of Italian industry, 
the plants, to go through and say certain plants can make the thing 
and that they are not ‘reporting accurately and that we should say 
they should make this themselves. 

If you have a number of people in each country capable of doing 
that kind of surveying and screening, and tell them which things 
they must make themselves, you wind up with a substantial number of 
Americans. 

The type of work they will have to do under this new program won't 
be the same work as under the old program, but actually you have 
to impose an arbitrary limit on that kind of thing. 

To do a really complete job of screening the whole Italian and 
French industry, surveying it and doing the kind of job our Ordnance 
Department did through the years W ith American industry would re- 
quire almost unlimited numbers of people. 

You would have to make a practica judgment and just say, “Be- 
yond this point we are not going to try to go. 

Senator Brewsrer. Your conclusion after your study was that 
there was about 7 billion more but there was nothing you could do 
about it? 

Ambassador Karz. After all we have moved their budgets up 75 
percent within a short period. We have moved their hardware pro- 
duction up to almost double in a year. We cannot do it over night 
but we can move them up. 


INCREASE IN EUROPEAN BUDGETS DEVOTED TO DEFENSE 


Mr. Barr. May I read into the record a fact in which Senator Lodge 
was interested and wanted more information regarding: 

In the Defense budgets of the NATO countries in 1948, 15 percent 
represented military procurement and new production. Fifteen per- 
cent of the Defense budget in 1948. 

That has increased to 50 percent of the Defense budget in 1951, and 
the budgets, 1951 against 1948, have more than doubled. ‘Therefore 
these NATO countries have a procurement progam for what we call 
hardware, that is about seven times as great for 1951, as it was for 
1948. 

Is that useful, Senator Knowland ? 

Senator Know.anpb. Yes. 

Ambassador Karz. In that connection, Mr. Chairman, I have found 
a statement, copies of which are with the Chief of Staff of your com- 
mittee, containing really page after page of data on aspects of this 
program other than the strictly military aspects of the program. 

I have not bothered reading it, sir. 

This statement has one classified paragraph in it, and therefore the 
entire statement had to be classified. However, the Chief of Staff 
also has a copy of this without that classified paragraph and that 
could be used quite freely. 

Senator Brewster. That is all I have, Mr. Chairman. 

The Cuarrman. Someone has some charts and graphs they want to 
use, now. 

It is General Scott, is it not? 

General Krister. That is General Scott; yes, sir. 

The CHarrman, All right. 


coun 
T! 
TI 
1S bi 
1S al 





ust) P 
thing 
d Say 


doing 
hings 
er of 


Won't 
have 


and 
lance 


MUTUAL SECURITY ACT OF 1951 297 


STATEMENT OF MAJ. GEN. STANLEY L. SCOTT, DIRECTOR OF 
MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


(Exhibit J was referred to.) 

General Scorr. The committee wanted a breakdown dollarwise and 
countrywise of the entire program. 

This chart not only covers title I, but also title II and title ITI. 

The total quantities in title I are indicated as $5.204 billion. That 
is broken down between matériel, P. H. C. and T. ., and training. It 
is also broken down between Army, Navy, and Air Force. Then we 
have the same breakdown by countries for the title [ countries. 

Senator SparkmMAN. What is the third column? 

General Scorr. Packaging, handling, crating, and transportation. 

(Exhibit K was refer red to. ) 

General Scorr. This is a breakdown by major categories of items of 
equipment proposed in the 1952 program, It is by country. Vessels 
are represented, as well as aircraft, combat vehicles, motor transport 
vehicles, small arms and machine guns, artillery and naval guns, am- 
munition in thousands of rounds for small arms, and the artillery and 
naval ammunition. 

This chart likewise [referring to exhibit K] is being made up and 
will be furnished the committee. Most of the money is in aircraft 
and tanks. The least amount of money is in the small-arms category. 

Senator Smirn of New Jersey. ‘Those figures are dollars? 

General Scorr. No, these are items. The other figure was dollars. 
[ Deleted. | 

It is ground support aircraft, and is made up largely of F—S+’s, and 
reconnaissance aircraft, and some tr ansport aircr aft, but no other air- 
craft. 

Senator Witry. How about vessels? 

General Scorr. The number is large but they are very small vessels. 

The vessels are in the mine-sweeper class, largely. 

Senator Green. I see nothing in there for Burma. 

General Scorr. We are furnishing no aid this year to Burma. 

Senator Srennis. These are items now that we will furnish and you 
are going to supply items they will furnish, in some kind of top secret 
document, is that it? 

General Scorr. No, sir; we will not furnish the items they are 
furnishing. 

The way these items are worked out, is in cooperation with the 
country, itself. That is, the military forces of the country, the staff. 
They arrive at figures to meet the force build-up for 1952 and we 
sereen out, with ECA, screen out anything they produce, and that 
comes in to General Kibler’s office and there it is reviewed by his office 
or his staff; with Mr. Batt’s staff, to screen out anything more that we 
think can be profitably procured, in Europe, and then it comes into 
Washington before it is finally passed upon. 

Senator Green. What countries are included in Latin America? 

General Scorr. You will get that question answered in great detail 
when Latin America comes up and they will give you the countries 
involved in it. 

ConTRIBUTION OF OuR ALLIES 


Senator KNow.ianp. Going back to exhibit J, General, calling your 
attention specifically, now, to the item of France. { Deleted. | 
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Do you have any comparable chart that would show what France 
herself was doing in this question of procurement? In other words, 
I think it would h: ive some significance as to whether that represents 
80 percent of France’s proc urement; whether we are carrying practi- 

‘ally the whole load, 50 percent of the load or some other fraction of 
the load. And I think that is true in many other countries. 

General Scorr. I understand the committee has been furnished wit) 
a statement indicating the defense budgets and the procurement part 
of the defense budget. That was furnished by ECA, as I remember. 

Senator Know.anp. If so, I have not seen it yet. We asked for it. 

General Scorr. I will check, sir, and if it is not furnished I will 
furnish it. 

(Classified* information was filed with the committee. See also 
p. 185.) 

Senator KnowLanp. That amount is still a very large amount, con- 
sidering what we were raising in taxes in 1934 for the entire Federal 
Government. It was only $2.6 billion, as I recall it. 

In dealing with this present plan, we should have the figures. 

General Kreter. I have a figure to the effect that the total military 
budget for those countries over there is something like $8.6 billion. 
We are furnishing something less than $5 billion in these terms. 

Ambassador Katz. Senator Knowland, in this statement Ih: ave 
filed you will find the data on over-all budgets and the ones for 
Britain, France, and Italy in each case. [The statement was classi- 
fied. ] 

General Scorr. Mr. Chairman, a question was asked yesterday, | 
think, whether or not the money could be obligated and spent. If 
che committee desires to receive a short briefing on that from General 
Olmsted, he is present to give it to you. 

The Cuatrman. All right. 

(General Scott’s prepared statement follows :) 


STATEMENT BY MAJ. GEN. STANLEY L. Scotr 
AMENDMENT OF SECTION 408 (E) OF THE MUTUAL DEFENSE ASSISTANCE ACT 
(Public Law 329, as amended by Public Law 621) 


1. Procurement assistance to foreign countries on a reimbursable basis is 
authorized by section 408 (e) of the Mutual Defense Assistance Act, as amended. 
Terms of sale require full payment before delivery. Prices charged are gross 
costs to the United States or, in the case of excess matériel, not less than fair 
value, as defined in the act, plus the cost of repair and rehabilitation. Attached 
tab A lists for the information of the committee the major items and categories 
of items which have been or are being sold under the provisions of this section of 
the law. 

This wise provision of the law has been of great benefit to the Mutual 
Security Program in that— 

(a) Allies with dollar resources, notably Canada, can be build up their own 
defensive capabilities at their own expense, without cost to the United States 
taxpayer. 

(6) Contracts let in the United States for production of items for sale to our 
allies increase our own mobilization base. 

8. The United States makes no advance payments to contractors on behalf 
of the foreign purchaser. Before an item is delivered, funds from the foreign 
government for which the procurement is undertaken must be in hand. 

4. Recognizing that, in the case of long-lead-time items, requirement for full 
payment in advance would tie up substantial dollar assets of foreign customers 
for a long time, Congress authorized the use of contract authority for this purpose 
up to a limit of $100 million. Upon receipt of a firm order accompanied by a 
dependable undertaking to pay when called on, the military departments may 
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enter into procurement contracts on behalf of foreign purchasers, provided the 
outstanding amount of such contracts at any one time does not exceed $100 mil- 
lion. It is a revolving contractual authority fund. As prior contracts are liqui- 
dated by payment by the purchaser, additional contracts may be entered into. 

5. Orders or inquiries have been received from countries listed on tab B. Firm 
orders have been accepted, and payment made, or a dependable undertaking 
accepted under the contract authority provision for a total of $175 million, of 
which $98 million is presently outstanding as contract authority. 

6. There are only three cases in which it has so far been necessary to use the 
contract authority provision, and Canada, with $81 million now outstanding, 
represents the major part of this. 

7. The outstanding amount is now being liquidated at the rate of about $2 
million per month, and as production and deliveries increase the rate of liqui- 
dation will increase. It is expected to reach $4 million by September. 

8. The Canadian Government alone has indicated that it expects to place 
orders within the next fiscal year for long-lead-time items, mostly aircraft, 
amounting to almost the entire additional amount requested. Under the present 
limitation it is impossible to accept these orders (unless Canada makes full 
payment in advance) and phase the procurement for Canada into our own 
production schedules. Therefore, in order to avoid delays in provision of air- 
eraft and aeronautical matériel and tanks which it is essential that Canada 
procure from the United States, the ceiling on outstanding contracts under 
section 408 (e) (2) (b) should be raised to $500 million. Approval of the in- 
crease is necessary in order to avoid putting Canada, which is paying for ma- 
tériel obtained from the United States, at a disadvantage compared with other 
countries which are obtaining similar matériel as a grant aid. 


TaB A 
Categories and types of matériel (authorized and contemplated transections) 


Vessels : 
Patrol crash boats 
Patrol frigates 
Destroyer escorts 
Cruisers (light) 
Vessel equipment of all types (including electronics) : 
Naval guns 
Naval aircraft (P2V—5) and spare parts 
Aircraft: 
GFP for F-86 planes 
F-51 Mustang fighters 
T-6 trainers 
T-38 trainers 
B-26 Douglas bombers 
B—-17 Boeing bombers 
Aircraft spares for several types 
Road construction machinery (scrapers, air compressors, tractors) 
Engineer shop equipment 
Engineer supplies and spare parts 
Radios and radar equipment 
Clothing, gas masks, field ranges, miscellaneous quartermaster supplies, subsist- 
ence 
Medical equipment and supplies 
Armored cars and medium tanks 
Motor transport vehicles 
Small arms and machine guns 
Artillery and fire-control equipment 
Small arms and machine gun ammunition 
Artillery ammunition 
Bombs, rockets, and miscellaneous ammunition 
Miscellaneous : 
Sand bags 
Tools and tool sets 
Plans and specifications 
Publications 
Instruction manuals 
Films and film strips 


87360—5 1———-20 
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Tas B 
Countries from which orders or inquiries have been received for reimbursable aid 


Argentina El Salvador Pakistan 

Australia France Paraguay 

Belgium French Indochina Peru 

Bolivia Haiti Philippines 

Brazil Honduras Portugal 

Canada Iceland Saudi Arabia 

Ceylon (withdrawn) India Thailand 

Chile Italy Turkey (withdrawn) 
Colombia Korea Union of South Africa 
Costa Rica Malaya United Kingdom 
Cuba Mexico Uruguay 

Denmark Nationalist China Venezuela 
Dominican Republic Netherlands 

Ecuador Norway 


The following additional countries are eligible for reimbursable aid, but have 
not submitted specific requests for such aid: 


Burma Nicaragua Iran 
Greece ’anama New Zealand 
Luxemburg Indonesia 


STATEMENT By Mags. GEN. 8S. L. Scort, Drrecror, OFFICE OF MiLiTaRy ASSISTANC! 
AMENDMENT INCREASING LIMITATION ON TRANSFER OF EXCESS BY $450 MILLION 


1. The Mutual Defense Assistance Act of 1949 (Public Law 329, Sist Cong.) 
defines “excess” as meaning the quantity of equipment or materials owned 
by the United States which is in excess of the mobilization reserve of sucii 
equipment and materials. Mobilization reserve means the quantity of such 
equipment or materials determined by the Secretary of Defense under regula 
tions prescribed by the President to be required to support mobilization of the 
Armed Forces of the United States in the event of war or national emergency 
until such time as adequate additional quantities of such equipment or materials 
can be procured. 

2. The act limited the worth of such excess equipment and material to be 
transferred under this act, and under the Greek and Turkish Aid Act of 1947 
(Public Law 75) to $450 million. Pubic Law 621, approved on July 26, 1950, 
authorized an additional $250 million worth of excess equipment, thereby in 
creasing the ceiling to $700 million. 

3. As of May 31, 1951, $635 million of existing excess material had been 
scheduled for delivery under this authority. Of this amount, $423 million had 
been delivered. Attached tab A shows the acquisition cost, by major categories, 
of the material delivered to date. ° 

4. The authority for the transfer of excess equipment has permitted dispo- 
sition to friendly nations of substantial quantities of some types of materia! 
not needed for United States forces, but valuable in building up the strength of 
the combat forces of the free world. About 67 percent of the material planned 
for transfer under this authority is being furnished as grant aid, and will be 
without charge to the appropriation except for the cost of repair and rehabili- 
tation. The remaining portion of the excess material will be transferred as 
reimbursable assistance under the provisions of section 408 (e) of the act, in 
which case the recipient country reimburses the United States for the cost 
of repair and rehabilitation plus the fair value, before rehabilitation of the 
material. In no case is this fair value less than 10 percent of the original 
acquisition cost of the material. 

5. In view of the fact that the authorized ceiling of $700 million has nearly 
been reached, the proposed legislation includes an amendment increasing the 
limit by $450 million to a grand total of $1,150 million. Presently planned pro 
grams will substantially exhaust current excess stocks of the military depart 
ments. Generation of excess, however, is a continuing process. As new and 
improved weapons and other items of military equipment are developed and 
delivered, the military departments are able to release some of the older ma- 
terial as excess. It is impossible to forecast exactly the amount and nature 
of excesses that may be generated in the future. Attached tab B is the best 


estin 
mate 
6. 
effor 
stoc] 
in t 
requ 
the 
gene 
pose 
free 
7. 
pur] 
ance 
gen 
app 
Pro 
exe 
ane 





MUTUAL SECURITY ACT OF 1951 301 


estimate presently available of the nature and amount of additional excess 
material. 

6. The material deficiencies are met through a combination of indigenous 
effort, United States grant aid from appropriated funds, and available excess 
stocks. Unless the present limit of $700 million is increased, as recommended 
in the proposed legislation, it will be impossible to fully meet the material 
requirements without increasing appropriated funds. Without such authority 
the United States cannot make effective use for MDAP of the excess material 
generated, and, further, the military departments would eventually have to dis- 
pose of such excesses, resulting in a net loss to the military potential of the 
free world. 

7. The law very clearly and specifically defines the term “excess” for this 
purpose. The military departments make the determination of excess in accord- 
ance with this definition. The proposed amendment to the act will not, of itself, 
generate any additional excess, but will permit the Department of Defense to 
apply any excess that may be generated to the Mutual Defense Assistance 
Program. In the absence of the proposed increase in the authority to transfer 
excess material, such excesses would have to be disposed of as scrap in accord- 
ance with the provisions of other laws. 


Tap A 
Acquisition cost of major categories of excess matéricl transferred 


Vessels 

Vessel equipment______-_--_- 
Aircraft 

Signal 

Ordnance 

BRSIOR tiles 
Quartermaster 183, 420 
OL EE SRT Oa a Be ak 96, 570 
Chemical and transportation 177, 900 
Public Law 75 1, 695, 752 


423, 477, 867 


5 atari ete ee a. i er 
1, 420, 629 

90, 204, 034 

726, 109 

130, 193, 422 

205, 503 


TE a i iicte 


Proposed additional excess authorization 


{Thousands of dollars] 
Vessels and vessel equipment 
Aircraft, spare parts 164, 000 
Ordnance : cinan, pte 
eee es A WEMIONOR i 50, 500 
PeUeeeeeey: Me EO COMEIOL. |. hes ied cis ieee wine _.. 17, 800 
Motor transport vehicles 
Other 
Sita ee 1, 500 


Total Ries. : 450, 000 


STATEMENT OF BRIG. GEN. GEORGE H. OLMSTED, DEPUTY ASSIST- 
ANT CHIEF OF STAFF, G-4, FOR FOREIGN MILITARY AID 


212, 000 


General Otmsrep. Mr. Chairman and gentlemen, I think perhaps 
this presentation could be most helpful if we started from a position 
of where we are in terms of units, and where we intend to get with our 
1952 program which can be supported then, and I will try to support 
it showing you charts on why we believe this can be accomplished 
insofar as American production is concerned. 

The Cuatrman. Very well. 

(Exhibit L was referred to.) 
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General Otmstep. It is based on a war plan, a commitment of 
forces. Those forces have tables of organization and equipment, and 
by a simple arithmetical process they calculate out to so many wea) 
ons, so much ammunition, so many vehicles, so many airplanes, et 
cetera. 

Our 1950-51 Army program totals just under $3 billion, will be de- 
liverable by the end of next June. In that we w ill have accomplished 
the major items of equipment, of a desired number of divisions, and 
their supporting forces in the North Atlantic Treaty area 

The Cuarrman. I was interrupted, here. Will you vo over that 
again ¢ 

General Ovmstep. In our 1950-51 Army program, the money ap- 
propriated to date would be $2,980,000,000. 

The Cuarrman. Do you mean the United States appropriated that 
much ¢ 

General Otmsvrep. That is the Army appropriations; yes, sir. 

( Deleted.) 

(Exhibit M was referred to.) 


LEAD TIME—TIME ELAPSED BETWEEN PLACING AND FILLING AN ORDER 


General Otmsrep. As long as we expect these countries to furnish 
their own spare parts and ammunition, and as long as they are sub- 
stantially providing for themselves the short lead-time items, the 
long lead items then become important to us. 

This is a depicting of how long it takes once a factory is in motion, 
from the time we place the new order until the time we can expect 


an item. 

Take, for example, our medium tank, which is a critical item in 
the program and one which we in the United States are better able 
to produce and deliver than any of the NATO countries might be 
able to do for themselves. 

If we were to place a reorder now on a tank line now producing, 
it would be a relatively long time before we could get one additional 
tank from that line. Or if that tank line, in other words, is going 
to deliver us the last tank under the present order in excess, we 
already are in the time now when there will be a let-down in that 
tank line, if we place the order right now. 

The point I wish to bring out on this chart is, that in order to con- 
tinue these lines in a smooth deliv ery schedule we must place these 
new orders, these reorders, substantially ahead, although we will be 
receiving from existing contracts for the next year and a half delivery 
of the longer lead-time items, unless we start placing our reorders now 
or fairly promptly, there will be a gap in production. 


TARGET DATE AND FUNDS REQUIRED TO MEET IT 


As you know, this is a program that is phased over a 3-year period 
during which time we are in a state of maximum risk. In most items 
the money is the limiting factor. If we have appropriations that 
approximate the rate which we are seeking, we will be able to get the 
equipment to fit our agreed plans by 1954. If the rate of money 
were speeded up we could accomplish most of the equipment sooner 
than 1954. If the rate of money is slowed down we extend the period 
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of maximum risk. If, for example, our appropriations asked for 
were cut in half, we would extend the period of maximum risk from 
3 years to 6 years. 

(Exhibit N was referred to.) 

General Outmsrep. Eighty percent of our 1952 askings are in the 
field of weapons, vehicles, and tanks. 

We have taken some key items here. This is our medium tank, 
which is the backbone of the equipment of the ground forces. Our 
existing facilities, if operated on a multishift basis, as soon as we can 
solve the bottleneck, which is castings, and can produce tanks at the 

rate shown in the top line by June 30, 1953, it could have produced a 
maximum number of medium tanks as indicated. 

Operating on a single-shift basis, as these lines are, and with the 
existing limitation on castings, this is our present delivery schedule 
on our medium tanks as shown by the center line. 

The bottom line is our present order, including the requirements 
of the United States forces through 1952, and the MDAP require- 
ments through 1951. I mentioned our target is to deliver the 1952 
program as indicated on this line here [indicating]. 

The gap as shown between the last line and the middle line, is 
tanks that can be produced by our existing facilities at their present 
schedule of deliveries by December 31, 1952. 

[Deleted] We will fall short on the basis of the present require- 
ments of our 1952 tank program and the present production of 89 
tanks, being able to complete our 1952 requirements from production 
by the end of 1952. 

Senator Morse. Mr. Chairman, may we ask the General to explain 


why we have the bottleneck ¢ 


MAINTENANCE OF A BROAD MOBILIZATION BASE 


General Otmstrep. That is a little outside of my field. That is a 
production problem that comes down to the Department of Defense, 
through the Munitions Board. I can only tell you what we get in 
the way of available performance from our existing facilities. 

I might add also, Senator, that one of our problems here is to 
create a broad mobilization base and at the same time to avoid sharp 
peaks of production which might have to be followed by let-downs in 
employment. We need the tanks and need them badly for our rearma- 
ment program to minimize this period of maximum risk. 

If we push these existing lines to their full possibilities, you see, 
we would reach our requir ements much sooner. 

If we got to that point and had no added requirements and had to 
shut our lines down—referring back in your mind to that reorder- 
lead chart, there would be delays before we could get any more tanks 
in production. So one of our problems, and it is a calculated risk, is 
to keep this mobilization base broad but to keep it working. 

(Exhibit O was referred to. ) 

The 57-millimeter recoilless rifle is a very effective antitank weapon. 

Again you will see the maximum capability of our present existing 
production facilities in the top line, and it far exceeds the rate of de- 
livery we are now receiving from those facilities, indicated by the 
middle line. This, in turn, for exceeds, by the time we get out in 1952, 
our present orders. Again this bottom line is the 1952 requirement 
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of the United States forces, and through 1951, on our foreign aid 
program. 


[ Deleted. ] 
UNITED STATES TANK PRODUCTION 


Our 214-ton truck is a difficult problem and something in critical]; 
short supply. 

The top line again indicates what we could do, if we went to a multi 
shift operation on the existing facilities and if we were able to solve 
one of our basic shortages. That is in the process of being solved by 
Mr. Wilson’s org: nization. The center line indicates the schedule rate 
of delivery up tonow. Again, the bottom curve is our orders. 

| Deleted. | 

The existing facilities in this country could make four times as 
many vehicles as we had programed in 1952 for our allied forces. 

Senator Wizxy. Could you throw it into higher gear at any time’ 

General Otmstep. Yes, sir. 

Senator Wirey. If an emergency immediately arose you would go 
into that bigger production ? 

General Orastep. Yes. 

Senator Sparkman. How quickly, General ? 

The reason I ask that is because we are getting constant complaints 
from many companies that our facilities are not being utilized. | 
wonder how quickly those facilities could be thrown into use in the 
event it should become nec essary. 

General Oumsrep. The major factor is how much we are willing 
to impinge on our civil economy. All the situation which I am giving 
you here presumes no further impingement on our civil economy. | 
could say you could do it almost immedi: ately and receive deliveries 
subject to your reorder lead time, any time you are willing to make 
a further impingement on the civil economy. 

(Exhibit Q was referred to.) 


HOWITZER PRODUCTION 


This is our 105 howitzer which is our basic artillery weapon. We are 
not making any of those. Our stocks at the end of World War II were 
considered ample for our needs and for our then foreseeable foreign 
military aid requirements. After the considerable period required, 
we put a 105 howitzer line into production. 

The maximum useable capacity on the current personnel ceiling 
would follow the bottom curve. 

| Deleted.] We will not have any where near the number of how- 
itzers programed for 1952 by December, 1952. So you might say we 
will have to fall behind in our delivery on howitzers insofar as the 
1952 program is concerned, but, because we know these howitzers are 
coming off the production line, now, it will be safe and it has been 
agreed by the United States forces, that they will permit some in- 
vasion of their own war reserve to the extent of making delivery of 
number of howitzersto NDAP. The feeling is that they ‘an take that 
kind of chance knowing the howitzers will become available to them 
over the ensuing months. That is the process of the operation or as- 
signment or allocation machiner y, whereby each month the available 


stocks are considered and allocations made to the United States forces 
and allied forces as well. 
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Senator Morsz. The general made a very significant statement that 
troubles me very much: This whole program is based upon a produc- 
tion program without any further impingement upon civilian produc- 
tion. I just cannot get that one through my head. 


POSSIBLE SPEEDING UP OF REARMAMENT PROGRAM 


I would like to have the general clear me up on this: We either are 
in trouble or we are not in trouble, from the standpoint of our interna- 
tional danger. If we are in the trouble that the miltary tell us about 
in some of our hearings, I am at a loss to understand why we are not 
interfering with the civilian production of this country, because | 
think the people are ready for that interference. 1 do not know why 
we are not getting ready faster. If we can speed this thing wp, and if 
by speeding it up we can get the defense of this country so strong that 
Stalin knows he has everything to lose and nothing to gain, isn’t that 
time element to our adv antage ? 

I agree with you—I just got threugh 30 minutes ago with an indus- 
trialist from Portland, hot under the collar because he has facilities 
out there and he is getting squeezed down here by the civil production 
group in regard to getting materials for civilian orders, and he cannot 
get any contracts out of the military, although during the last war 
they were awfully glad to use him. Now, we are told that this whole 
program is being built on the idea of not impinging further on the 
civilian production, I think we better get busy and impinge on it if we 
need to do it to get strong, or to at least get some guys as dumb as I 
am, apparently, c cleared up on why we should not move faster. 

I thought time was what we were trying to buy, not waste, and we 
are wasting it, L submit, we are w asting time if we can move this faster 
and you are not doing it only because you will impinge on the civilian 
economy. So what? Let us impinge a little bit. 

I have stated my problem, now clear me up. Why do you not 
move on? 

Senator Sparkman. I did not intend to project the argument into 
this discussion but I am in very hearty accord with what the Senator 
from Oregon has said. 

I may say that the Small Business Committee of the Senate and 
its staff just a few days ago issued a very brief report on concentration 
of our defense orders. 

As a matter of fact, it is subject to one criticism and that is that it 
is too brief. But as I recall, we show that 10 companies have 50 per- 
cent of the orders, and another small number has a still higher one. 
Our argument is that this broad base that the general speaks about 
is nothing like it should be. 

I do not care to bring that argument in here, but I would like to 

call your attention to that. 

Senator Morse. I do not want to get into an argument here, either, 
but I do think these gentlemen in uniform ought to know what our 
problems are as Senators, and believe me, I cannot get anywhere in 
= State by saying that we are going along here with a production 
program that does not impinge any more than necess: iry on the civilian 
economy, and then have plants closing down because they cannot get 
contracts on one hand from the Government or materials, on the other 
hand, from NPA. It does not make sense. 
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Senator Sparkman. I may say that the lack of that broad base 
does not depend solely on small business, either. 

We had, for instance, a communication from the Hudson Motor 
Co. that despite their repeated efforts to get defense orders they have 
been unable to do so. 

I just mention that as one example. 

Go ahead, General. 

General O_msrep. Senator, did you look to me for a response to 
your remark ¢ 

Senator Morse. Any education will be appreciated. 

General Otmsrep. I am sure I would not be court-martialed if you 
sent me back to the Pentagon Building with the instructions and the 
money to speed this thing up. 

Senator Morse. Let me tell you something, General. There is an- 
other part to that. You fellows in the Pentagon have to come up here 
and make a stronger demand, consistently before all committees, for 
speeding it up. Because as a member of the Armed Services Com- 
mittee, I get the pants scared off of me periodically by what they 
tell me, and then I find over in some other committees you are not 
making as strong a plea for speeding it up as I judge you ought to 
be doing on the basis of what the men in uniform tell me in the Armed 
Services Committee. 

I am frank to confess I am scared about the situation in which my 
country finds itself, and I don’t know why we are not moving faster. 

You are the men upon whom we must place our reliance. If it is 
as dangerous as the Joint Chiefs of Staff tell us, believe me, I think 
we ought to be nearer the top line on your charts rather than the 
center or bottom line. 

General Otmsrep. The representative of the State Department be- 
fore the House committee made the statement that our military ask- 
ings are $1 billion less than the figure requested by the Joint Chiefs 
of Staff. 

The decision about the rate of this program is not one that rests 
solely or primarily with the Department of Defense. 

Senator Morse. That is right. I understand that. 

Senator Brewster. The Senator from Oregon wasn’t here yesterday 
when General Collins testified. [Deleted.] 

Senator Morse. I heard General Collins. IT thought it was a very 
fine statement he made and, believe me, it convinced me that we ought 
to proceed pretty fast. 

Senator Brewster. It was a little at variance with what some others 
had been saying. 

(Exhibit R was referred to.) 


AIRCRAFT PRODUCTION 


General Otmstep. This is a picture of the delivery for our tactical 
aircraft. The shaded area below is the requirements of the United 
States Air Force for 95-wing production, in the anticipated or pres- 
ently scheduled delivery. 

The blue area is the presently programed. MDAP production, 
including the 1952 program. 

On this basis it will be seen that our current capacity to deliver will 
keep abreast. of the 1952 program and that beginning in November of 
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1952 there will begin to be a possible excess capacity. Adding to the 
number of aircraft as of today, in the 1952 program, it would not 
result in deliveries until it gets beyond this point [referring to top 
of center shaded area, exhibit R. | 

There is no excess capacity until the end of 1952. 

Gentlemen, what I have tried to show by this program is that, first, 
the items for which we are asking are related to a table of organiza- 
tion and equipment for units that will be created and brought into 
being between now and the end of 1952. 


UNITED STATES ABILITY TO PRODUCE THE PROPOSED MILITARY AID 


If this program is approved, insofar as it is needed here, it can be 
produced with our existing facilities. In other words, we can phase 
our end-item aid to the agreed mobilization of added forces from 
our North Atlantic Treaty ‘allies. 

We have just concluded a visit to the missions of our advisory 
groups throughout the world. In only one country were we told that 
the present flow of our delivered equipment was lagging behind the 
capacity of the country to absorb the equipment. 

‘rom personal inspection on the ground with the various units we 
are satisfied there is a reasonable effort and in fact a ver y satisfactory 
effort being made to use and maintain the equipment in a suitable 
manner. 

Our training teams, who are providing logistical training to the 
forces of many of these allies, are quite compliment: Ty about the 
enthusiasm and facility with which these allied forces take up and 
respond to the training, and as you know, the American services proved 
in the last war, and in Greece and in Korea sinc e, that they can train 
allied forces that can fight effectively along side of our own. [De- 
leted.|_ We believe that program can be achieved within the limita- 
tion of the approximate $25 billion figure which has been discussed. 

Senator Knowtanp. In the one country you mentioned is that be- 
cause they have expedited the number of their recruits or is it because 
of some slow-down in our delivery of equipment ? 

General Outmsrep. [ Deleted.|There are two factors there, Senator. 
One is because they are making very good progress about the activa- 
tion of their own units [deleted }. 

Senator Witry. How many countries did you visit personally ? 

General Otmsrep. I visited the five in the Mediterranean-Middle 
East, and officers on my staff visited the remainder in Europe and the 
Orient, with the exception of Indonesia. 


WILL TO FIGHT IN EUROPE 


Senator Wirey. Is it the general impression that those troops would 
be active allies with a will to join with us in case there were a third 
world war? 

General Oimstep. I do not think there is any doubt that it was the 
general consensus. More than that, I think it is a statement of fact. 
You most often hear the Italians criticized about their will to fight. 
I spent some time with the Italian units in the field and it is my judg- 
ment that we will find the Italians able and willing to carry out 
their assigned portion of the mission in the defense plan. 
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Senator Witey. Well, did you consider Spain ? 

General OtmsrepD. Spain is not one of the countries. 

Senator Witey. Within the figure cited you did not consider any 
contribution she might make ? 

General Otmstep. No.  [ Deleted. ] 


REVISION OF THE ITALIAN PEACE TREATY 


Senator Carn. General, with reference to Italy, your feeling i is that 
they will be able to carry out their part of the over-all mission, while 
agreeing that the part of the mission assigned to them is far, far, 
short of Italy’s capabilities, because of the restrictions under the peac 
treaty ? 

General Otmstep. I think that isa fair statement. I think if those 
limitations were raised, Italy could do more. 

Senator Carn. That goes back, it seems to me, to Senator Morse’s 
question, that if we live in a day of such urgency as some of us are 
inclined to agree with, that we ought to find a w ay to permit Italy. 
as an example, to live up to its caps ibility, because they have a limited 
force, as I recall, of about a quarter of a million ground troops, when 
they could help us four or five times that much. 

Senator KNow.anp. General, as I understand it, in the figure that 
vou have mentioned, you do not include Spain’s four or five hundred 
thousand men, because she is not a NATO country. Presumably you 
include both Greece and Turkey, which are not NATO countries. 

General Otmstep. That is correct. 


TOTAL MILITARY PRODUCTION CAPACITY OF UNITED STATES 


Senator SparKMAN. General, let me ask you this question before 
you sit down: Do I understand correctly that the charts that you have 
shown and the figures on them all relate to our production for the 
Mutual Defense Assistance Program ? 

General O_Mstep. Senator, our production figures are over-all pro- 

duction figures, and include not only the mutual defense assistance 
requirements through 1951, but the United States force requirements 
through 1952 and what I was trying to show is that there is unused 
capacity sufficient in our present productive facilities to make it pos- 
sible for us to deliver on our 1952 MDAP schedule. 

Senator SparKMAN. I wanted to make certain that was clear, be- 

cause on every chart you showed MDAP production. 

Now one other thing, General Olmsted, and this applies to General 
Scott, too. 

[I don’t believe for the record we have your first names and official 
capacity in which you occur? 

General Oimstep. I am George H. Olmsted, Deputy Assistant Chief 
of Staff, G4, for Foreign Military Aid. 

Senator SparKMAN. General Scott, will you identify yourself ? 

General Scorr. Stanley L. Scott, Director of Military Assistance, 
Office of Secretary of Defense. 

Senator Wiiry. I asked the question before, whether in case of 
emergency, we could go into high gear; that we could go into this 
super production which we would need. 
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AVAILABILITY OF STEEL 


I have this question which seems to me to be basic, especially in view 
of what Senator Morse said and in view of what we are all experienc- 
ing in relation to our civilian economy now. 

Would there then be available the necessary steel to go into manu- 
facture? It seems to me there is your bottleneck right there. 

General O_msteD. Senator, of course in these production figures, 
{am a little bit outside of my immediate field, but I am advised that 
we are using only 20 percent of our present steel production for mili- 
tary purposes. That may not be an exact figure but it is in the neigh- 
borhood of it. 

If you doubled your military production, it would mean an impact 
of 40 percent on your total steel production instead of 20. 

Senator Witry. I suppose that is your direct use, but we are using 
a great deal in getting these very plants into being—building these 
very plants that are going to produce, as the months roll on, in the 
case of an emergency, this additional amount. 

Well, anyway, that is the thing that bothers me. 

General Otmstrep. Senator, I should point out what I am talking 
about in the way of production capabilities, here, are from existing 
facilities. 

Senator Spark: AN, We do know, though, that a good bit of steel 
is being “chewed up”—I believe that is a Y good production figure of 
speech, i isn’t it—in production plants. I believe Mr. Wilson has testi- 
fied to that, innumerable times. 


DELIVERY SCHEDULES UP TO DATE 


Senator Brewster. General, you show there the date funds are re- 
quired to achieve. schedule. That is September 1951 [referring to 
exhibit R]. 

Are deliveries up to schedule at this time ? 

General Oxrmstep. Gentlemen, the reason for putting this on here 
was to indicate that unless the money was available at about Sep- 
tember, there would be a lag in these schedules. 

Now. all I know about the airplane-delivery schedules is what I 
have read in the papers, indicating there are some difficulties, largely 
of a machine tool character. 

I do not know the extent of the lag, but this is rather a recent chart 
and I think it is rather dependable as far as it goes. 

Senator Brewster. What are the figures on the left? It that so 
many per month? 

General Oumsrep. Yes, per month. 

Senator Brewster. Has that affected you overseas, about your de- 
liveries? You are in charge of the deliveries for NATO? 

General Orasrep. The deliveries to date have not been adversely 
affected, to my knowledge. Perhaps General Scott can add something 
to that. 

General Scorr. Deliveries of jet aircraft are slow, that is true, but 
it is due to the production lag. It will begin to pick up again next 
year. [ Deleted. ] 

Senator Brewster. Could you put that in terms of percentages? 
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General Scorr. Of percentages of the whole, in the program? No, 
sir, I could not answer that. 1 will furnish it for the report. 
(The following information was supplied to the committee :) 


MDAP APPROPRIATIONS COMPARED WITH DELIVERIES 


To carry out the provisions of the Mutual Defense Assistance Act of 1949, 
Congress appropriated a total of $6.5 billion during fiscal year 1950 and fiscal 
year 1951. Of the total appropriation $5,564.7 million has been programed for 
the supply of matériel chargeable to the appropriation, and excess matérie| 
valued at $521.1 million is programmed for supply without charge to the appro 
priation, except for repair and rehabilitation and cost of delivering such equip- 
ment. Thus the total value of matériel to be supplied is $6,085.8 million, which 
does not include packing, handling, crating, ocean transportation, training, and 
administrative and miscellaneous costs. 

As of June 30, matériel valued at $1,121.2 million, including $322.3 million of 
excess stocks, had been supplied, or approximately 18 percent of the total to 
be supplied. Shipments during July, for which final figures are not yet available, 
are expected to increase this to over 20 percent. 

Attached is an analysis of these figures by fiscal years. 


{Millions of dollars] ! 


. Appropriation 


. Value of matériel chargeable to appropriation __ ___- 


3. Value of excess matériel] not chargeable to appropriation __ -- 


| Fiscal year 
1950 


1, 300.0 | 


1,111.6 | 
304.7 | 


| Fiscal year | 
1951 


5, 200.0 | 
4,453.1 | 
217.4 | 


Total 


6, 500.0 


5, 564.7 
521.1 





. Total matériel 1, 415.3 | 4, 670.5 | 8, O85. 8 


SHIPMENTS 


5. Charged to appropriation 
§. Excess... .. ilentint 


. Total shipped 





Percentage line 7 to line 4--__-_- 


1 As of June 30, 1951. 


_ Senator Sparkman (acting chairman). Senator Cain wants to 
General Olmsted a question. 


PROCESS OF ASSIGNING PERSONNEL TO MILITARY MISSIONS’ 


Senator Cary. General, do you have any responsibility for the 
processing of military personnel to our military missions located in 
the MDAP countries? 

General Otmstep. Senator, up to now the assignment of military 
personnel to our missions has been entirely a G—1 problem. 

We are just setting up a military-assistance advisory-group training 
unit to which will be assigned, on a temporary assignment, officers 
who will then go for personal assignment to the missions. The respon- 
sibility for operating that is mine. 

Senator Cary. Perhaps, sir, you will be able to answer this ques- 
tion: Is it true now, as certainly was not the case a year ago, that the 
head of the military mission in any of the Western European coun- 
tries has some authority in drawing personnel against his table of 
organization without referring the request first to the Ambassador 
in whose country his mission is located; from there to London; from 
there to the State Department in Washington; from there to the De- 
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partment of Defense; from there to the Department of the Army in 
the Pentagon; from there, circuitously, back to where it began, with 
a resulting time lag—this was a year ago—in some instances of 2 or 3 
months of getting a clerk who, when you looked into it, was actually 
in a pool se italdiatans, a bicycle ride away from where he was intended 
to go for assignment ¢ : 

General Otmstep. If you don’t mind, Senator, I think General 
Kibler here, or General Scott, could answer that question. 

Senator Carn. It is a real question, General Kibler, and I think 
with reference to what Mr. Batt and Mr. Katz were talking, about 
with regard to some of the road blocks this morning, if you would 
‘are to respond to it, I would appreciate it. 

General Kisuer. We still have to get clearance from the Ambassador 
who is in charge of the whole business, and some of these countries 
are pretty sensitive about increasing the number of personnel brought 
in there. However, I think that situation has greatly improved, Sen- 
ator Cain. I think we are making more speed, as a matter of fact, 
and we are meeting with less resistance when we need to increase. 

Senator Carn. Yes, sir; I am pleased to know that, but I am con- 
scious of the fact that this is August 1951, and you, by implication, 
have said that there are yet allies with whom we do business who are 
continuing to be reluctant to permit our military mission to have its 
table of organization in full strength. 

General Kister. I would say that has ameliorated to a great extent. 
Norway was one of the countries where it was quite sensitive in the 
beginning, and they have agreed to the increase in our personnel, and 
we are not having that difficulty now. 

Senator Cary. Do you feel in your capacity, sir, that the Chief of 
the military mission is clothed with sufficient authority to secure ade- 
quate military personnel to carry out his assignment? I think you 
were in agreement one short year ago, that that authority was not 
present. 

General Krarer. It would be better from our viewpoint if we did 
not have to clear it for anybody, except to send back here to the De- 
partment of the Army and get the personnel. That would be better 
from our viewpoint. However, the situation has improved very much. 

Senator Carn. But because we want the most perarticle we can get, 
do you see any reason, with reference to these small groups of people 
to be assigned to military missions, why the commanding officer 
should not be able to go directly to his own source of authority, which 
would be the Department of the Army ? 

General Kipier. Well, that is a political question, certainly. I 
would like to see it that way. 

Senator Carn. I think that is not a very valuable contribution to 
this record, sir, because we are looking for information from those 
who are actually in the field. 

Senator KNow.anp. In line with Senator Cain’s question, it is true 
that it has some political implications, but could that not be worked 
out in a single agreement, that whatever we felt was necessary to do 
the job we were trying to do, could thereafter be handled by a more 
direct route, rather than this circuitous route which we have been 
following ? 

General Kipurr. I think the Senator has made that just about as 
complicated as it really was in the beginning. I do not think we have 
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quite as many channels to go through now. We are just in the process 
of getting a new Chief of the Military Mission in Italy, and one in 


Belgium, and I do not think that it has taken any where near the 


€ ffor t you would indicate by your statement. 


Senator Cary. General Kibler, I used to understand this problem, 


sir, thoroughly. 

Permit me to ask you this question: What channels are no longe; 
required that were required a year ago in getting military personne! 
for these missions ? 

General Krpter. Maybe the channels work faster. 

Senator Carn. That is to say you still have a number of channels 
which I pointed out to you a few minutes ago? 

General Kieter. I call General Handy on the telephone. 

General Handy says, “All right, here is a major general who is avail- 
able. Is he all right?” 

I said, “We will have to clear it with the Ambassador,” which 
did in very short order, and I believe the major general is sithte—-thin 
happened about 2 weeks ago—designated and is on the w ay. 

Senator Carn. My concern a year ago when I studied this was not 
with general officers. The great pity was that general officers were 
cleared in writing their own letters, because a request had been made 
2 or 3 months ago for clerks to act as stenographers, andthe generals 
had shown up, ‘but the clerks were still down in Heidelberg and it 
was a roadblock of considerable proportions, sir. 

General Krister. That was in the very beginning. There was then 
resistance, but I think that has pretty much vanished. 

We are having a little difficulty now with our own departments who 
are short personnel, on account of Korea and what not. We have a 
little difficulty there, but I do not think it is so bad. 

Senator Cary. You do not think it is so bad, sir, but you have not 
suggested that it was so good, either, and we are trying to get you 
adequate equipment and machinery with which to work. 

(The following additional information was supplied for the 
record :) 


PERSONNEL PROCEDURES FOR MILITARY ASSISTANCE Apvisory GROUPS 


1. Military Assistant Advisory Group (MAAG) personnel, both military and 
civilian, while a separate entity under the command of a military officer of 
general or flag officer rank, serve as a part of the Ambassador’s staff. They are 
thus accorded certain diplomatic privileges and immunities considered essential 
for the proper performance of their duties. For this reason, as well as a few 
early instances of political sensitivity about large numbers of American military 
personnel which was evidenced by certain countries, it is considered by both 
the Departments of State and Defense that the Ambassador should be able to 
influence both the total numbers and the time of arrival of MAAG personnel. 
The Ambassadors have frequently given valuable political guidance in these mat- 
ters, particularly when a new MAAG is being established, and no instance is 
known of any Ambassador—or the Department of State—refusing permission 
for military personnel considered necessary by the MAAG chief. 

2. Initially there was some overcontrol and duplication of communications 
through State Department channels. This has now been largely eliminated, 
and the MAAG chief simply includes the Ambassador’s concurrence in his request 
for personnel. State Department no longer keeps detailed records of militar: 
personnel but is furnished periodic reports by Defense of the number of military 
personnel in each MAAG. 

3. There are two phases in furnishing MAAG personnel: (1) the approval of 
a new position, and (2) filling the approved position. Insofar as possible, the 
MAAG chief anticipates the positions he will need for an entire fiscal year. He 
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fills those positions when the personnel are actually needed. Establishment of a 
new position usually takes longer in the approval stage than filling the position 
pecause the military service desires to study the need of the requested position in 
the light of the personnel already furnished and the equipment being furnished. 
Obvious requirements are usually approved within 48 hours. Other requests may 
require clarification from the MAAG chief, and thus some little time may elapse 
before the position is approved. The average time for approval of movement of 
personnel within an approved complement is 48 hours including time required for 
transmission of the cable. 

t. In order that MAAG personnel may serve a full tour of duty, it has been 

decided that all positions will be filled by personnel from the United States. 
MAAG personnel are very carefully screened, both for technical and personal 
qualifications. The time required for this screening, administrative arrange- 
ments required to process them (issuance of orders, inoculations, passports, visas, 
ete.) usually amounts to about 1 month. Whenever possible, military personnel 
are given 30 days’ leave prior to departure for extended oversea duty in order to 
get their personal affairs in order, make the necessary arrangements for their 
families and household goods, etc. For reasons of economy, military personnel 
are sent by Military Sea Transport Service whenever feasible and unless their 
presence is urgently required. Therefore the time lapse between approval and 
actual arrival at the post is usually between 2 and 5 months, depending on the 
length of time required for travel. 
5. These usual procedures do not, of course, obtain in cases of emergencies, but 
eopergency cases have become more and more rare as most of the MAAG’s have 
heen in operation for well over a year and are able to foresee their personnel 
needs as they could not at the beginning. 


EUROPE’S CONTRIBUTION TO DEFENSE 


Mr. Barr. This morning, particularly Senators Knowland and 
Lodge, were very interested to know what percentage of the European 
requirements were being met by the Europeans ‘themselves, today, 


and did we know of any programs which they had for the future, and 
the figures would represent the share of the program which they 
would cover. 

Now I have that, out of certain secret files, which I would give you 
as secret data for the record. Do you want me to file that, or should I 
quickly read those percentages¢ Have you any interest in hearing 
them, or would you just like me to file them? 

Senator SpaARKMAN (acting chairman). What is the wish of the 
committee ¢ 

Mr. Barr. It will take me about 3 minutes. 

Senator SPARKMAN (acting chairman). Why don’t you read them / 

As I understand, you feel after they have been read it should be 
deleted from any published record; is that right ? 

Mr. Barr. Yes, sir; I am sure of that. 

Senator SparKMAN (acting chairman). Go ahead and read them. 

Mr. Barr. Percentage of the 1952 requirements to be filled by these 
countries themselves, is the first figure. 

The next figure will be the percentage of the total program which 
they expect to fill for themselves, and the third figure would be the 
pe reentage which they could fill, if there were no ‘short: ages of, par- 
tic ularly | financing, because raw materials and machine tools will cut 
across all of these. The third figure then will be primarily a financial 
limitation. The second figure will be the presently known figure for 
the total program. The first one will be the 1952 program. 

[ have to point out that this eliminates the British figure, and for 
two reasons : One, the British are presently engaged in revamping their 
program to follow the recent arrangements through their Parliament 
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for upping their program from $10 billion to $14 billion. [Deleted.] 

Senator SparkMAN. When you say they could do it all if they had 
financing, is it proposed that we will finance them in those instances, 
and let them do it all? Is that where this economic aid comes in? 

Mr. Barr. No; that is such a small percentage of the total which 
would be involved that the economic aid we are suggesting for 1952 
only scratches the edge of that figure. 

Senator SparRKMAN (acting chairman). Are there any further 
questions ? 

Senator Stennis. Mr. Chairman, I want to ask General Olmsted one 
question, please : 

General, I believe you said you went down into Italy and spent some 
time there and have personal knowledge of the situation with reference 
to their army. 


MORALE IN THE ITALIAN ARMY 


I met a young man about a year ago here, a young Italian who is 
an American citizen, and he spent some time over there, and he told 
us as a fact that down on the training level where their rations were 
issued for the recruits, so many to the first lieutenant or captain, that 
the officer in the Italian Army took about half of those goods for him- 
self and sold them, and the recruit got about half of his rations and 
other allowances. 

That impressed me greatly, if it is so. I have thought about that 
many times. He described it as a basis for the low morale in the army. 
I have thought about it many times and wondered about it. Could 
you give us any light on that phase? 

General O_msrep. I have never heard that said in the Italian Army. 
It has been the case in a good many of the Allied forces, where the 
pay and rations are given to the unit commander and it is hoped that 
it will filter on down to the soldier. We are not providing any pay 
or subsistence for any of these armies, so we do not have an occasion 
to police that sort of thing. 

However, we would get some reaction, I think, from our training 
teams who live out in the field with these units and we have had no 
such report from the Italian forces that are NATO forces. 

All I can say is that from our people who have been with the training 
teams on the ground with these units, we have no report from that 
particular army. 

Senator Stennis. Well you are supposed to know about it. You 
think that that is not true. That is your opinion about it. 

General O_tmstep. We have no indications it is true in the case of 
the Italian Army. 

Senator Srennis. You said you felt they would be capable and 
willing to fight. If they were trained under conditions like that you 
would hardly expect to have much of an army in them, would you? 

General Otmsrep. Well there is something about a force in the 
field. You get a feel of it. Of course, your quick look is not as 
convincing as the report of competent Americans who live with them 
day in and day out. 

Not only the quick look that we have an opportunity to take, but 


the reports of our people who are with them all the time add up to 
the same conclusion. 
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Senator Srennis. Well, I think you have shed some light on that 
subject. Thank you, sir. 


FORCES NOT COMMITTED TO EISENHOWER 


Senator Cain. What forces did you say, General, are not in Gen- 
eral Eisenhower’s NATO army? 

General Oumsrep. Well in all the countries there are forces that are 
not committed to NATO. Now for those forces, we extend no aid. 

Senator Cain. [ am not certain that you understand me. Are you 
referring to Spanish forces? 

General Otmsrep. No; I would say right within Italy, for example, 
there are the home guards or things of that kind that are not com- 
mitted. Generally we are only equipping the units that are com- 
mitted to General Eisenhower’s command. 

Senator Carn. Thank you. 

Senator SpARKMAN (acting chairman). Are there any further ques- 
tions ¢ 

If not, the committee will stand in recess until 10:30 tomorrow 
morning. 

EDITING AND PUBLISHING THE HEARINGS 


The Cuarman. What is the desire of the committee about publish- 
ing this record and before publication having it edited and so forth 
and so on? 

Senator Smiru. How about today’s questioning of this Board / 

Mr. Witcox. The thought was that the procedure could be followed 
that was followed in the last hearing, with all the material left that 
could be left and only that deleted which is in the national interest 
securitywise, and then the record published in that fashion. How- 
ever, the staff could not go ahead until we knew what the committee 
wanted todo. We have made no plans, except we have the first 3 days’ 
hearings ready for the printer. 

We would like to proceed but we must know for sure whether the 
proposal is approved, 

The CHamrman. You would have to edit it before it is printed, of 
course. 

Mr. Witcox. That is right, sir. 

The Cuairman. Do you have enough staff to do it? 

Mr. Witcox. We would have to rely to a large extent upon Defense, 
State Department, and ECA, in order to determine what is the ma- 
terial which they think desirable to release. 

The Cuarrman. What is the will of the committee about that? 

Senator Green. We should have it edited before we take any action. 

Senator Witry. I move we edit it and get it printed. 

The CyarMan. Senator Green, I do not think your thought would 
be good. They may work their heads off and edit it and then not 
print it. 

Senator McManon. If you read it and decided they left out some- 
thing you wanted to put in, you could have a supplementary reprint. 

Senator Green. On the other hand, you might leave out something 
that they passed. That was my thought when we brought it up in 
Senator Connally’s absence. We said we ought to pass on anything 
that we thought should not be there even if they passed it. 
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Senator McManon. I have a 
and if he went over it and foun 
it with us. 

Senator Green. That would be additional editing. That was not 
mentioned. 

Mr. Wircox. Senator, the staff always does a certain amount of edit- 
ing and any deletions on the part of the executive branch which we 
think are not justifiable, we always call it to their attention and get it 
reinserted. 

The CHarrman,. All in favor of the motion say “Aye.” Opposed 
“No.” 

The motion is carried. 

Senator SpakKMAN. These newspaper people jump on each of us 
when we go out. I have shifted them to the Chair, myself. 

The CuarMan. We give out a printed statement and we have given 
out one today. 

Senator SpaRKMAN. I wondered if it would not be better to make 
some release after every commitee meeting. 

The CuHarrmMan. We do in the mornings, but we do not like to make 
out two in the same day. 

Mr. Witcox. We have a statement prepared for this session. 

The CHarrMan. Very well. 

The hearing is adjourned. 

(Exhibits J through R referred to by Generals Scott and Olmsted 
were classified. ) 

(Whereupon, at 4: 15 p. m., the hearing was adjourned, to reconvene 
at 10:30 a. m. Friday, August 3, 1951.) 
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FRIDAY, AUGUST 3, 1951 






Unirep States SENATE, 
CoMMITTEE ON Foreign Revations, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D.C. 









EXECUTIVE SESSION 





The committees met, pursuant to adjournment, on August 2, at 
10:30 a. m. in the committee hearing room of the Foreign “Relations 
Committee, United States Capitol, Senator Tom Connally (chairman 
of the Foreign Relations Committee) presiding. 

Present of the Foreign Relations Committee: Senators Connally 
(chairman), Green, McMahon, Fulbright, Sparkman, Gillette, Wiley, 
Smith of New Jersey, Lodge, and Brewster. 

Present of the Armed Services Committee: Senators Hunt, Stennis, 
Cain, and Long. 

(Senator Byrd, acting chairman of the Committee on Armed Serv- 
ices during the absence from Washington of Senator Russell, was 
absent, presiding as acting chairman at a previously scheduled meet- 
ing of the Senate Committee on Finance. ) 

The Cuarrman. Come to order, please. 

Today we are devoting our attention to the Far East, the Near 
East, and Africa. 

Dr. Bennett is sick. The first witness is George C. McGhee. Come 
around, Mr. McGhee, and have a seat. 


STATEMENT OF HON. GEORGE C. McGHEE, ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 


AFFAIRS 


The Carman. Mr. McGhee, the committee is considering the 
foreign aid bill, the Foreign Assistance Act. 

You are Assistant Secretary and your activities are supposed to be 
strongest in the Near East and Africa 

We will be glad to hear you on this subject. 

Mr. McGuer. Mr. Chairman, I appear before your committee in 
behalf of the Executive’s request under the Mutual Security Program 
covering the states of the Near East and A frica. 

The Cuairman. At whose request ? 

Mr. McGuer. The Executive’s request, under the Mutual Security 
Program covering assistance to the Near East and Africa. 
The Cuamman. What Executive are you talking 

President ? 
Mr. McGuer. Yes, sir. 
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The Cuarman. He asked you to come up here? 

Mr. McGuer. Yes, sir. 

The Cuarrman. What? 

Mr. McGuer. Yes, sir. 

The Cuatrman. All right. 

Mr. McGuer. Mr. Chairman, the area I will discuss is shown here 
on the map. It includes Greece, Turkey, and Iran, the Arab states, 
Israel, and Liberia, Ethiopia, and Libya. Liberia is the only inde. 
pendent state in Africa not included in the Middle East area shown 
here. For simplicity in administration it is included in this part of 
the program. 

Senator Smiru of New Jersey. Where do you classify India now ? 

Mr. McGuer. India, Senator Smith, is handled in the Office of 
South Asian Affairs in the Department, but it has been included in 
title III of this act since it is considered to be a part of the general 
Asian picture rather than that of the Middle East. 


METHOD OF PRESENTATION 


Mr. Chairman, I would like, if I may, to describe the method of 
presentation this morning. We have with us here Admiral Duncan, 
who was recently made Vice Chief of Naval Operations, to testify as 
to the strategic aspects of this progr am. 

There is also here Major General Arnold, who is Chief of the Joint 
Military Aid Group to Turkey; Major General Jenkins, who recently 
was with us in Greece. They will testify on Greek-Turkish milit: ary 
aid. 

We had Dr. Bennett, who was to testify on the economic aspects 
of this program in the Arab states, in Israel, and the independent 
countries in Africa. Unfortunately, Mr. Bennett is ill this morning, 
but will be glad to testify when he is better. 

The Cuarmman. When he gets well, we will talk about it. 

Mr. McGuee. Mr. C hairman. if it suits your convenience, I would 
propose that those of us here to testify might make brief statements 
and then hold ourselves open to questioning, if that will be a suitable 
procedure for you. 

The Cuarrman. Very well. 

Mr. McGuerr. I might say, Mr. Chairman, that I have a prepared 

statement here which has been circulated. 


STATEMENT OF Hon. GEORGE C. MoGHer, ASSISTANT SECRETARY OF STATE FOR 
NEAR EASTERN, SouTH ASIAN, AND AFRICAN AFFAIRS 


Mr. Chairman, I want to present the case for the Near-Eastern and inde- 
pendent African countries for consideration under the mutual-security program. 
Specifically, I should like to discuss the problems which we face in Greece, 
Turkey, and Iran, Israel and the Arab Nations, and Libya, Ethiopia, and Liberia. 
Programs for grant economic aid are proposed for these countries as indicated 
on our chart, and programs of military assistance are proposed for Greece, 
Turkey, Iran, Israel, and the Arab Nations. The sum involved for military 
assistance is $415 million. We also request congressional authority to transfer 
10 percent of the funds available for military aid to Greece, Turkey, and Iran 
for assistance to Israel and the Arab States, under conditions laid down in the 
draft legislation which you have under consideration. 

I shall deal only briefly with the problems of military assistance to Greece 
and Turkey, since this committee is very familiar with them, and devote most 
of my time to a consideration of the requirements of the other countries. The 
Greek and Turkish programs, military and economic, have been proved by 
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performance over the past 4 years. Both countries have abundantly demon- 
strated that they are among our stanchest allies. They have stood firm in 
defense of the integrity of their own territories. They have supported us in 
major policy issues in the United Nations. They have made noteworthy con- 
tributions to the cause of collective security in Korea. Representatives of the 
Department of Defense will explain the need for the military programs proposed 
for 1952, and representatives of ECA have already demonstrated the need for 
continued economic assistance. 

Military assistance to Lran represents a continuation of an essential program 
already under way. While the Iranian situation poses special difficulties for 
us today, the impelling fact remains that Iran represents tempting bait to Russia 
in its attempt to forge a chain of satellites along its periphery. Iran’s loss to 
the free world would jeopardize the security of the entire Middle East. _ Our 
purpose is to strengthen Iran's will to resist aggression, and to enable the 
Government to maintain internal stability. I should like to discuss the Iranian 
situation further in dealing with the economic programs which we propose in 
the area, 

The proposal that military assistance may, under certain circumstances, be 
extended to Israel and the Arab States is a new one. The Department of Defense 
is not yet in a position to submit precise programs for the use of the funds 
which might be available for this purpose. Specifically, it is suggested that 
up to 10 percent of the funds made available for Greece, Turkey, and Iran might 
be used to provide military assistance to countries of the Near East whenever 
the President determines that “(1) the strategic location of the recipient country 
makes it of direct importance to the defense of the Near East area; (2) such 
assistance is of critical importance to the’ defense of the free nations; and (3) 
the immediate increased ability of the recipient country to defend itself con- 
tributes to the preservation of the peace and the security of the area and is 
important to the security of the United States.” 

Events in the Middle East are moving with such alarming rapidity that it may 
well prove necessary to have authority of this character for use in the very near 
future. We cannot allow the forces of neutralism and extremism to gain further 
ground in the Near East. The strategic position of the Middle East is too import- 
ant to allow its conquest through Soviet subversion as a result of our indilference 
or inaction. The Soviet intention of dominating this area, a goal expressly 
stated in documents exchanged between Nazi Germany and the Soviets in 1940 
and implicit in Communist efforts to aggravate existing tensions, is all too 
clear. 

Throughout the Near East, the proposed program will increase the will of 
governments and peoples to cooperate in resisting Soviet pressures both now and 
in the event of war. The program will bolster political stability and security, 
and thereby reduce area rivalries and tensions. Moreover, the introduction of 
modern training methods and reasonable quantities of up-to-date epuipment, 
primarily small arms, is a condition precedent to the effective performance by 
these countries of their proper role in the defense of the Near East. Their 
forces could, if properly equipped, participate in the defense of their territories 
and in protection of lines of communication and vital installations. While these 
countries could not withstand an all-out Soviet attack, their ability to harass 

the enemy's lines of communication over exceedingly difficult terrain could 
be of inestimable value in the event of general hostilities. 





ECONOMIC AID 


The program of economic aid represents a significant extension of the point 
4 operations that have been conducted during the past vear in the Near East. 
It is designed to complement the proposed military program and to help build 
“stability in depth” by bolstering the economies of the countries of the Middle 
East. 


IRAN 


The Iranian program, which was prepared before events in Iran had reached 
the present stage of crisis, is designed to meet the country’s long-range problems 
by increasing agricultural production and attacking poverty and disease in that 
country at the_grass-roots levels. Basic to the program is the concept that the 
Iranian Government will assume a substantial share of the expense of jointly 
administered projects, with revenues anticipated from oil operations. 

This program provides for expert teams of Americans and Iranians specializing 
in agriculture, sanitation, vocational training, and public health, working at 
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the village level. It provides for improvement in the water-supply systens how 


in the smaller towns. It looks also to the development of basic water resources proe 
for irrigation. It provides for a group of experts from the United States Public a sv 
Roads Administration, which is making such a notable contribution in Turkey, stat 
with a view to improving Iran's road network. We continue to regard this be } 
as a good program, and we hope that a solution of the current difficulties between rigt 
the British and the Iranians will permit the Iranian Government to do their [Eo °° 
full share in carrying it out. With the dispatch of a British Minister to Iran J&B mat 
we are hopeful that the negotiations which Mr. Harriman has worked so hard = 
to reestablish will achieve the objective of restoring the flow of crude ani ’ 
refined petroleum from Lran on terms satisfactory to the Iranian Government _ 
and to the commercial interests involved. ant 


. . . . - 5 
The amount proposed for economic assistance to Iran is $24,050,000. ~ 
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ARAB STATES AND ISRAEL 
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Israel, as you know, has requested $150,000,000 in grant aid from the United 
States for the current year. The Israeli request is based on three principal 
factors: its stated requirements for defense; its desire to provide for an addi- 
tional 200,000 immigrants in the fiscal year 1952; and the obligation which the pe 
Israeli Government states that it is prepared to assume in compensating the JB” by 
Arab refugees who left their homes in territory now under Israel’s control, be 
during the hostilities which broke out in 1948. wl 

An analysis of the Israeli request, which includes an illustrative program of re 
imports to be financed by the $150 million, has led the executive branch of the JE” al 
Government to apply a different approach to Israel’s requirements. In coopera. 
tion with technicians of the Treasury Department, an analysis has been made 
of Israel’s balance of payments. We have taken into account Israel’s import 
requirements and its probable sources of foreign exchange, including $50,000,000 ? 
still available under the Export-Import Bank loans, which totaled $135,000,00), FR tl 
This leaves a dollar gap that will amount to somewhat less than $25 million Ry tl 
in fiscal 1952. We have accordingly prepared an illustrative program of grant — E 
aid totaling $23,500,000. F | 

The illustrative program for Israel is directed toward projects similar to JF” n 
those now being undertaken through iunds available to Israel from the Export- FP r 
Import Bank, namely, the production of food and the strengthening of the indus- J” 
trial potentital of the new nation. As I have already mentioned, the program i 
also includes authority to make grant military assistance available to Israel in ] 
addition to the proposed economic aid. 

In the case of the Arab States, the problem is not so much the “dollar gap’ as 
that of increasing the general level of production and living standards. For 
the wealthier Arab States which enjoy substantial foreign-exchange earnings 
through the export of petroleum or cotton, we propose only minor technical 
assistance. For the poorer states in the North—Syria, Jordan, Lebanon—faced 
with the problems of assimilating hundreds of thousands of Palestine refugees, 
we propose programs very similar to those planned for Iran. We are suggesting 
grass-roots projects looking to increased food production, improved public health, 
and better use of water resources, together with a small component of industrial 
equipment. The list of worth-while projects for these countries which can be 
undertaken in 1952 fiscal totals approximately $24,000,000—the same figure as 
the requirement for Israel based on a study of Israel’s financial position. For 
presentation purposes, we propose identical amounts of aid for Israel on the 
one hand and the Arab States on the other. Although Israel, with its plans for 
development well under way and with its large corps of highly skilled people, 
can assimilate assistance more rapidly than the Arab States, it is nevertheless 
in the interest of the United States that Israel and the Arab States be extended 
aid on an impartial basis. While impartiality does not necessarily mean 
equality, the illustrative division of aid for 1952 is realistic in terms of our 
objectives, which are to assure the cooperation of Israel and the Arab States 
with us in creating a situation of strength in the area. 





Rimbectyenactinn & 


PALESTINE REFUGEES 


You are familiar with the problem of the Arab refugees from Palestine, which 
is the principal source of tension today in the Near East. The numbers of 
refugees on relief have been reduced from a peak of 1,019,000 to approximately 
875,000. Little repatriation or resettlement of the refugees has taken place, 
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however, although reports from the field indicate that we may expect further 
progress in areas where some of the refugees are now living. Furthermore, 
a substantial political advance has been made with the acceptance by the Arab 
states of the principle of resettlement for those refugees who do not choose to 
be repatriated to Israel. This acceptance is subject to the condition that the 
rights of the refugees to compensation, or to eventual repatriation if that 
should prove feasible, are not prejudiced, and to an undertaking by the inter- 
national community to assure that adequate funds are available to carry resettle- 
ment projects to completion. 

With this background, we propose to expand the refugee program to permit 
massive resettlement. From the point of view of the United Nations Relief 
and Works Agency, relief needs for the current fiscal year will total about 
$25 million, and funds available for resettlement are likely to prove the sole 
limitation on large-scale resettlement. Resettlement funds, however, will not be 
spent unless they offer a definite cure for a proportionate amount of the relief 
burden. We can be quite certain that no resettlement can take place unless 
funds are available, and the $50,000,000 requested as the United States’ con- 
tribution will go far toward solving the problem. 

It has been estimated that $150 million will be required over a 3- to 5-year 
period to resettle the bulk of the 150,000 families now on relief. Recognition 
by the Congress of the long-term nature of this extremely difficult problem will 
be helpful to the executive branch and to those authorities in the United Nations 
who are struggling with the great difficulties which this mass of homeless people 
represent. We are hopeful that other countries will contribut a_ sizable 
amount. To date, the United States’ share of the cost of the program has been 
approximately 55 percent. 


INDEPENDENT AFRICA 


Assistance is also requested for Liberia, Libya, and Ethiopia. Total aid for 
these three countries is proposed in the amount of $4 million. Programs for 
these countries are largely limited to technical assistance, and in the cases of 
Ethiopia and Liberia, these programs will dovetail into the operations of the 
International Bank and the Export-Import Bank, respectively. Libya will be a 
new nation on January 1, 1952. Libya will require assistance from the inter- 
national community to become a viable, self-sustaining nation. Our interest in 
Libya is enhanced by its strategic location. We anticipate that, in our assist- 
ance program to Libya, we shall be cooperating with both the British and the 
French. 

AMOUNT REQUESTED FOR NEAR EAST 


We are here requesting military aid in the order of 415 million 
dollars, and economic aid in the order of 125 million dollars for this 
area which I have described. 

The Cuatrman. That is 540 million dollars then. 

Mr. McGuesr. Yes, sir. 

Mr. Chairman, in addition to this there is requested for this area 
sums for Greece and Turkey, but since that is a part of the European 
program, Greece and Turkey being members of the OEEC, the justi- 
fication for that request has previously been made by Mr. Foster and 
the ECA representatives. 

I will not address myself to those requests except to say that we in 
the State Department feel that the economic programs in Greece and 
Turkey have been outstandingly successful in bolstering the economy 
of these countries in support of their military effort. 


DURATION OF NEAR EAST PROGRAMS 


The Cuamrman. How long do you think we are going to have to 
continue doing what you are proposing to do now? Do you think we 
are going to have to give them 500 million dollars every year for 
the rest of our lives? 
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Mr. McGueer. No, sir, Mr. Chairman. 

The precise length of time which any of these programs might be 
expected to continue, I think, sir, varies from country to country 
with the situation. 

Mr. Foster, I think, testified with respect to the probable length of 
the Eur opean programs. 

The Carman. We want you to testify. We have had Mr. Foster, 
We do not care for you to repeat what he testified. You give us your 
own views. 

Mr. McGuer. Yes, sir. 

In the case of the Military Assistance Program for Greece and 
Turkey, for example, that question will be dealt with by the military 
people. They consider, I believe, that it will take about 2 more years, 
sir, to complete the furnishing of the equipment which is now planned 
for Greece and Turkey, so that their armed establishments will be on 
2 sound footing. It can be maintained thereafter with relatively little 
additional equipment. 

In the case of economic assistance which we request, we do so with- 
out any continuing commitment. 

I will get into that in the details of my presentation, but this is a 
contribution which we can make to the economies of these countries 
which we feel justified at the present time in the national interest to 
prescribe, which could continue 1 year or 2 years, depending on our 
election. 

Each year we continue will be a net asset to our country and our 
interests in the Middle East. 

We have no commitment to achieve any particular objective in 
terms of standards of living of these people; no commitment to con- 
tinue it further than on a year-to-year basis. 

To achieve the full results that we expect to achieve and we feel 
should be achieved, it should be desirable to think in terms of a pro- 
gram for several years. In that way I think we will best capitalize 
on the investments we propose to make. | Deleted. | 

May I*make a statement with respect to this area as a whole? 

The Carman. All right. Go ahead. 


IMPORTANCE OF MIDDLE EAST 


Mr. McGuer. The importance of the Middle East I do not believe 
can be exaggerated, Mr. Chairman. Certainly it is well known to 
your committee. Here in the Middle East you have a unique com- 
bination, of all the places in the world, of land, sea, and air commu- 
nications. This narrow area of the world is the land bridge between 
three continents. Ships going between the Atlantic and Indian 
Oceans must traverse the Suez Canal. Every airline that goes around 
the world must go through the very narrow area between Egypt on 
the south and Turkey on the north. 

The importance of this area also derives from the unique accumu- 
lation of petroleum in the Persian Gulf area, which is also known to 
you. Here half of the oil reserves in the world occur; some of the 
argest oil fields individually in the world, fields currently being de 
veloped by both European and American companies, vital to the 
defense and well-being of Europe, also to Asia, Africa, and South 
America, who pure hase supplies from this area. 
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In addition, the Middle East is important for more reasons than 
its own strategic and material resources in that it is the access to the 
riches of the continent of Africa. Who controls the Middle East 
has ready access to Africa, where lies the wealth of the Congo: The 
copper, manganese, and chrome we have always imported into this 
country and need badly and, in addition in recent years, the uranium 
of the Congo which is vital to our defense effort. 

In addition, who controls the Middle East can ultimately control 
south Asia with its mass of peoples and its resources. 

The CHARMAN. We never have done it, though, have we ? 

Mr. McGuer. Traditionally, sir, conquerors from Europe seeking 
empires in Asia have first taken the Middle East and then have pro- 
jected their power eastward. 

The CrHairman. But you said those who control the Middle East 
would control south Asia. They never have; have they’ 

Mr. McGuer. In the past conquerors who have c ‘ontrolled the Mid- 
dle East have been able to project their power into south Asia. If 
the Soviet Union could consolidate its power in the Middle East, 
south Asia would be relatively defenseless against that power. 

However, our military friends here, I am certain, can testify with 
more authority on these questions. 







SOVIET AIMS IN MIDDLE EAST 





The importance of the area has been illustrated, I believe, very well 
by the Soviet desire to dominate the area. This was the traditional 
policy of the czars. We know in secret documents between Stalin 
and Hitler in 1940 that Stalin demanded a sphere of influence in the 
area lying north of the Persian Gulf. 

Russia has always wanted to dominate this area, and it does so 
today. ‘Chere has been ample evidence of that in the postwar period. 
Russia, first of all, attempted to seize the northernmost province of 
Iran in Azerbaijan. She refused to move her troops out in accord- 
ance with her treaty with Iran. Tran took this matter to the Security 
Council and there, backed by us and other important nations, Russia 
backed down and removed her troops. 


You are familiar with the Russian effort in Greece where, using 
the tool of the Greek guerrilla insurgents, Russia almost dominated 


the state of Greece. Had we not come in with timely assistance under 
the Truman Doctrine—which, of course, this committee recommended 
to the Congress—Greece would have been lost to the free world. 

At the same time Russia put tremendous pressures against Turkey 
to obtain the easternmost provinces of Turkey and to have the right 
to fortify the Dardanelles, which would have made impossible the 
maintenance of the security of Turkey. Turkey also stood firm and, 
backed by the same program, the Greek-Turkish-aid program and 
later the European recovery program and the Mutual Defense Assist- 
ance Program, Turkey has continued to stand firm. 

These two countries, Greece and Turkey, rather than being weak 
points on the periphery of Russia as they once were, are now strong 
points. Their armies in being are today some of the most important 
forces acting as a deterrent to possible Russian aggression. 

| Deleted. | 
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The Carman. Do you mean you are asking in this bill for that 
much for Lran ¢ 

Mr. McGueer. Yes, sir; in military assistance. 

The Cuatrrman. What about all the oil wells Iran has over there?’ 
If she is going to nationalize them, she will not need any money, wil! 
she, from the outside ¢ 

Mr. McGuer. Senator, you know, of course, the present situation in 
Iran. Of course, the oil wells are now not producing. 

The Cuarman. I know, but they are conferring again. 

Mr. McGuee. Before the present oil crisis, Iran was running a 
sizable imbalance in her foreign trade account, some $25 million a 
year. This is the third year we have requested military aid for Iran. 
This is not a new program for Iran. The increase over last year is 
approximately $13 million. We feel that this is a worth-while invest- 
ment in this very strategic country, a country which could provide an 
access for the Soviet Union to the Middle East. 

The Cuarrman. What could Iran do, militarily? She has no army 
or soldiers and very little population. 

Mr. McGuer. Mr. Chairman, Iran has an army which, as you know, 
has been trained for some years with the assistance of an American 
military group working for the Iranian Government. 

That is why we feel that the investment proposed here in the Iranian 
Army is a worth-while investment. Hitherto, the Iranian balance of 
payments position has been such as to justify grant aid from this 
country in military assistance. 

Senator Brewster. Has that assistance been given ? 

Mr. McGuer. Yes, sir. This is the third year, Senator Brewster, 
that we have requested assistance. 

Senator Brewster. Have you given it each year? 

Mr. McGuer. Yes,sir. Last year we gave $25 million. 

Senator Brewster. And the year before 25 ? 

Mr. McGuer. Approximately 13. 

Senator Wirry. What did they do with it ? 

Senator Brewster. Do we add $25 million economic aid to the 
Export-Import ? 

Mr. McGuer. In October, last year, we offered a loan to Iran for 
$25 million. So far, Iran has not accepted that loan. 

The CuarrmMan. What is the matter with her? 
million at her and she turns you down ? 

Mr. McGuer. That is right, sir. 

The CHarrMan. I would not shove any more at her. 

Mr. McGuer. This loan [ deleted]. 

The Cuarrman. The American people are very lucky. They are 
just $25 million ahead. 

Mr. McGueer. We still feel, Senator, that this loan would make an 
important contribution toward creating the stability in Iran which I 
am certain all of us would like in the present difficult situation. 
Senator Brewster. Was it not British influence that discouraged 
that? 

Mr. McGuer. No, sir; I do not think it was, Senator Brewster. 
The present Prime Minister has shown interest in this loan and the 
loan has now been reported favorably by the subcommittee of the 


Majlis which deals with these matters, although it has not been finally 
considered by the Majlis. 
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Senator Futsrieut. That was a development loan, was it not? 
Mr. McGuer. It was for agricultural development and for trans- 


PAST AND PRESENT AID TO NEAR AND MIDDLE EAST 


Senator Futsricur. Mr. McGhee, do you have a detailed breakdown 
on just how much has been given to each of these countries during 
the past 5 years or 3 years? Taking the situation since the end of 
the war, can your staff work up a very simplified, detailed chart of 
how much in each year and for what purpose it is being given to each 
one of these countries involved in this whole program ? 

There is no way to compare what we are now doing and proposing 
to do with what you have been doing in the past. 

I would like to see cumulative totals of all that you have done in 
each country, and in a simplified form where it is understandable 
even toa member of this committee. 


AMOUNT WILL BE SPENT 





HOW THE 


I would like to see, particularly as to the economic phase, exactly 
how you propose to spend the money. I cannot tell either from your 
bill or the statement. It is too general in the statement. I want to 


‘know whether you are going to build plants or whether you are going 


to build roads or dams, or exactly how you propose to spend, especially 
the economic. Someone else can be interested in the military. 

Mr. McGuer. Although that is not included in this general state- 
ment, we have great detail on every project included in this program. 

Senator Futsrient. We all know these are important problems. I 
see nothing to be gained in rehashing that, but I want to know what 
you are going to do with this money. Can that not be presented in 
a way that we can understand it without going through a vast mass 
of documents ¢ 

(Classified information was filed with the committee.) 

Mr. McGuer. Senator, on page 27 of the committee print on this 
program there is presented a breakdown for each country in the vari- 
ous categories of agriculture, health, industry and labor, and so forth. 

Senator Futprieur. I do not want it just in agriculture; I want to 
know what you are going to do in agriculture. 

Mr. McGuer. Senator, we have for every dollar requested under 
this program a very detailed project sheet. I would just like to pass 
you this book, if I may, sir, by way of illustration. This project 
sheet shows every detail concer ning the nature of the project, the 
number of people involved, the equipment involved, the cost of every 
individual item. 

Senator Futsricnt. That is what I want. 

Mr. McGuer. Yes, sir. 

In many cases these are illustrative projects in that these are in 
some cases new programs where we do not have enough experience 
to give the same detail that we do on going programs. “Nevertheless, 
we have tried to think these projects through in precise detail, as 
precise as possible. You will find there the projected cost of each item 
of equipment and the number of personnel, both American and foreign, 
involved. 
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Senator FULBricnur. 


To illustrate what I meant. 





use, and they were using it in a stationary manner 
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machine. Oby iously, they should have been given threshing machines, I we 
The combine, in proportion to the amount “of work it will do, costs milhiol 
much more than a threshing machine. going 
That is the kind of thing I have in mind. Are’ we going to repeat East, 
and throw away a lot of this stuff where they do not get the benefit by handl 
trying to follow a much too sophisticated proc edure for these prim. Jet, me 
tive countries? I think that is a common mistake we have made | in upsta 
the primitive countries. Mr 
Mr. McGuer. I am sure that the people who administer this pyro vince 
gram will try to keep that in mind. I am sure in Turkey, for ex Se 
ample, you realize the necessity for attempting to increase grain pro Mi 
duction because that was one of our principle objectives. A 
Adm 
IMPORTANCE OF TRAINING PROGRAM 

Senator Futsrient. It is how you are going to propose to do these a 
things that is of interest to me, not the general objective. We are Ss 
in agreement on what we would like to accomplish. hav 
Mr. McGuer. Did you see, Senator Fulbright, some of the mainte- equ 
nance stations for the road program in Turkey, which was originally hav 
started under the Greek-Turkish-aid program and continued under stor 
the ECA? There were developed a whole series of maintenance sta- the 
tions all over Turkey, where the Turks were trained by our Public 
Roads people to maintain the road equipment sent over there. I visited det 
these, and I never saw more orderly establishments nor workers who bet 
apparently knew more about their jobs than those Turks. I am told in 
that the equipment we furnished, costing $5 million originally, and | 

probably more subsequently, has been maintained in » high degree 
of readiness by this system. DA 






































Thought is being given to this, and it is regrettable if it is not sue- O 
cessful in all cases. ou 

Senator Hunt. You are training those people how to use modern 
equipment? The point was made about the combine. If you had . 
someone who could teach those Turks to use the combine, they could . 
skip one step in their development. If no one shows them how to use . 
ii, they will not get the benefit of it. . 

Mr. McGuer. I am sure an attempt is made to get Turks to train 
other Turks. We cannot have Americans go out and train individual t 








Turks, but a training program in the utilization of this equipment and 
in the maintenance of it is always an integral part of one of these 
programs. 












FACTS ON PROGRAM NEEDED 








Senator Loper. Mr. Chairman, I would like to underwrite what 
Senator Fulbright said. There has been a general character of pres- 
entation on this legislation that surpasses anything I have seen. 

There are a great many Senators not at all sold on any of this, and 
they are not going to be persuaded by generality. They have to be 
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persuaded by facts and the facts cannot come to us in great big thick 
things like this marked “Confidential” or “Secret.” 

We have to have facts that are cuit’ to us in an oral way that 
we can use. 

| would like to have you sit down and start right in with your 415 
million, how much for Turkey, how much for Greece, what you are 
going to do in both countries; $125,000, 000 for Africa and the Near 
East, what the countries are going to get and how they are going to 
handle it. Do not throw a book at me, just sit here and tell me and 
let me stop you and question you so that the Senator who is in doubt 
upstairs can be persuaded. 

Mr. McGuer. I agree with you, Senator Lodge. In order to be con- 
vinced on this program, you must be familiar with details of it. 

Senator Lover. Do not hand us a thick thing and expect us to read it. 

Mr. McGuer. Let us attempt to do that then in this presentation. 

I will defer, if I may, the presentation of the military details to 
Admiral Duncan and our generals from Greece and Turkey. 


SENDING MACHINERY THAT THE PEOPLE KNOW HOW TO USE 


Senator Carn. In support of what Senators Fulbright and Lodge 
have just said, I have with my own eyes seen American automotive 
equipment standing on blocks in Turkey because the Turks did not 
have enough drivers. They did not have enough Turks who under- 
stood how to drive an automobile to use the equipment we had given 
them. 

There may be some answer, although I have never been able to un- 
derstand why we would insist on prov viding a country with equipment 
before that country was qualified to use “the equipment. We must 
find an answer to it. 

Mr. McGuer. Would General Arnold speak to that point ¢ 

General Arnowp. | think that was more true a year ago. I do 
not think at the present time you will find that situation Pho 
Our mission has graduated some 25,000 Turks through various and 
sundry type schools. 

We currently have American training teams down with the Turkish 
units. We have just completed construction of fifth echelon shops, 
and I think you will find the situation, Senator, now greatly improved, 
and I can assure you the Turks can take care of the equipment we 
are giving him. 

Senator Green. In many of these countries just visited I was told 
that if we would substitute steel plows for the wooden plows they 
were using that would make a tremendous advance. But when we 
give motor-driven vehicles and they can’t get either the petroleum 
or the knowledge of how to use them, the vehicles are useless. 

Senator Fursricny. Just to follow that up, in this detail on the 
machinery, the largest item on there is wheeled tractors at $2,200 
apiece in a country like Iran. 

[ doubt seriously whether that is an intelligent approach. I 
think an equivalent number of steel plows would probably be much 
more useful, I think it is wasteful and that you go at it in a very im- 
patient manner like you are going to do this in 1 year, whereas it is 


probably a 20- or 30-year job “where you gradually bring these people 
up. 
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If you try to pour in that type of equipment, it is going to lx 
wasted. That is my criticism. 

All through this list you have given us, these big combines, for 
example, appear. They are modern machines. I doubt if there are 
half a dozen people in Iran who can properly use such machines. | 
takes a very competent modern man in our own economy to run them, 

There are lots of farms in this country that don’t have such ma. 
chines, a great many. Those are the latest things. 

Pouring those into a little country like Iran, I think, is purely 
wasteful. Whereas, they know how to use the steel plows, cod 
mules, and a few things like that. 

Senator Green. They said they asked for steel plows and had 
gotten the others. 

Senator Funsrientr. Had gotten harvesters. 

Senator GREEN. Yes. 

Senator Fu.srieur. I think that is true if you look at this. | 
want to reform my original statement. 

Out of that total of $6 million, $576,000 is machinery and $240,00) 
for technicians. The technician telling them how to use a few sim- 
ple things is much more useful than the machinery. 


some 


TOTAL ASSISTANCE TO NEAR EAST 


Senator Brewster. Supplementing what has been said, I would 
be interested, Mr. McGhee, in the broader angle; I am not objecting 
to the detail, but the broader angle of assistance by years, not. only 
of our own Government but for the Export-Import Bank and the 


International Bank for Reconstruction, and I notice you have in 
here “The United Nations Relief and Works Agency,” and “The 
United Nations Technical Assistance Board,” and the various spe- 
cialized agencies of the United Nations. 

In other words, we should have a complete picture of the aid going 
in and the source. I think it is desirable. 

Mr. McGuer. We will be delighted to furnish that, Senator Brews- 
ter. I can summarize it for you briefly. 

Senator Brewster. I do not ask for it now. 

Mr. McGueer. Since the war we have spent almost $2 billion in 
Greece and Turkey. The amount in Iran has been relatively small. 
We have not given grant assistance up to this time to any other 
countries in this area with the exception of funds provided for the 
United Nations refugee program. 

The amount of Export-Import loans in this area is very small in- 
deed, sir. We had a small loan to Saudi Arabia, a small loan to 
Egypt—$29 million authorized in Saudi Arabia, $7.25 million in the 
‘ase of Egypt; 

We have had one International Bank loan which has been made to 
Iraq in the total of $12.8 million. Although we will provide all this 
in detail, that is roughly the picture. We have a new Export-Import 
Bank loan now to Liberia of some $4 million; Ethiopia has borrowed 
$3 million from the Export-Import Bank and $7 million from the 
International Bank for Reconstruction and Development, and Israel 
$135 million from the Export-Import Bank. 

May I respond just briefly to Senator Fulbright’s point. 
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PROGRAM FITTED TO PARTICULAR SITUATION IN COUNTRY 


Senator Fulbright, you will see in this same table that, in addition 
to the high-cost items which you have mentioned, there are a number 
of simple and low-cost items. 

I would like to say, Senator, that you find two different types of 
situations generally through this area. You find areas where there 
are small holdings where you cannot mechanize and where the thing 
to do, as Senator Green has wisely pointed out, is to give them a steel 
plow rather than a wooden plow. 

For example, in our Indian program, which will be discussed in 
another title, we are recommending $1 million worth of steel, that is 
all we propose to pay, which will be taken to India and fabricated in 
an existing plant into simple little plows for the farmers. You can 
be sure that we have that in mind. 

In certain areas, as in this country, there are very large holdings 
and vast areas which can be cultivated through the use of modern, 
mechanized equipment. 

For example, in the northern part of Syria there is a vast stretch 
of territory cultivatable in wheat and in large ownerships. That is 
already a highly mechanized area. ‘It is just as in lowa. They have 
tractors operating under lights at night, Just as we do. The produc- 
tivity of that area is greatly increased by this fact. 

We have as the objective in Iran, where you have pointed out we 
have requested these large tractors and combines, the desire to increase 
the production of wheat and other commodities so that Iran can be- 
come self-sufficient. This can be achieved through the use of mecha- 
nized equipment in this type of area just as well as it could be 
achieved, for example, through the use of small plows and small 
equipment in the other type of area where you have small holdings. 

The experts who have looked into this—I myself am not an agri- 
cultural expert—felt that on an economic basis it was worth the 
investment in these tractors and combines to go into these various areas 
and intensively cultivate them to increase the food production. 


USE OF COUNTERPART FUNDS IN MIDDLE EAST 


Senator Funprient. On these large acreages, do you give them 
these tractors ¢ 

Mr. MoGuer. No, sir. These tractors will in all cases be sold or 
rented, and the proceeds would be used as a counterpart fund to further 
the purpose of this program. 

Senator Green. How are the counterpart funds spent ? 

Mr. McGuer. As in the case of other programs, they will be spent 
by agreement between our missions and the local government. In the 
case of Iran, we expect to establish an ECA mission.’ 

Senator Green. Those counterpart funds, are they used in grants 
or loans? 

Mr. McGuer. Not necessarily. They could well end up being an 
obligation on the part of the person to whom the local currency was 
furnished, to the government. 

Senator Green. I asked you if it could be grants or loans, and 
you said, “Not necessarily.” 
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Mr. McGuer. It could be either. For example, for an expenditure 
of a public-works type, not a sale to private interests, then there would 
be no payment to the central government. 
If it were local currency used to help a wealthy farmer, for example, 
he would enter into an obligation with the government and provide 
a source of counterpart funds. 
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PROCEDURE OF HEARINGS 


Senator Srennis. Mr. Chairman, may I make an observation. I 
believe the chairman’s plan of yesterday would work better. 

The Cuairman. I am trying to follow that plan now. 

We announced when we started that we would let each one of 
them make their statements and then turn over the questioning to 
the committee members, and they could ask any witness any question 
they wanted to. However, the Senator must remember that while 
aman is chairman that doesn’t mean he is a dictator. 

Senator Srennis. I just wanted to give the Chair a chance to call 
for the regular order. I think the Chair’s plan is best. 

The CHairmMan. I thank you very much, but when a Senator rises 
up on his hind legs, you have to stop and listen to him. 

I think Mr. McGhee, though, is partially responsible for that, 
because he has been very cooperative with these questioners. 

We prefer to have you three gentlemen testify on your own, and 
then at the end we will have these questions. We think that will 
shorten the proceedings. 

If we have each one of you to just simply go over what the other 
one has already testified, we will be here a long, long time, and we 
don’t want to stick around here any longer than is necessary. 

Mr. McGuer. Senator, with your permission, then, I will finish. 
I will try to make my remarks as brief as possible, and I shall, with 
your permission, when I come to the first country program, go into 
all the details that Senator Lodge has requested. 

It would not be possible in the case of all projects, of course, but 
I would like, if I may, to illustrate one or twa, and then, if I may 
more detail to you for your inspection. 

Senator Loner. I just want a snappy analysis as you go along. 

Mr. McGuee..I will not speak on Greek, Turkish, « r Iranian mili- 
tary aid. That will be covered later, and I think oa robemaidibies has 
that well in mind. 
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ECONOMIC AID FOR IRAN 


We propose here for the first time economic aid to Iran and I would 
like to speak briefly on that. . 

‘The Cuamman. Why should we aid Iran? 
of the United States / 

Mr. McGuer. Senator, you have, as [ am sure all of us have been 
in recent times, greatly concerned by what has taken place in Iran. 
It has been thought that a situation might come about which would 
invite the intervention of the Russians. 

The CuairmMan. If Russia wanted to intervene, she would inter- 
vene regardless of whether you give any money or not. 

Mr. McGuer. The condition arises basically from the depressed 
conditions of the people, who feel that they have not made the progress 
they should have made. [ Deleted. | 


Where is the interest 
















The 


you lie 


Mr. 
nated 
at all 
Iran, 
the ea 

Th 
shoul 
say t 
cept. 
Ther 

Mi 
have 
sour’ 
has | 
can | 
thro 

res 

: \\ 
men 
Gov 
will 
and 





dit ure 
would 


imple, 
rovide 


ms .J 


ne of 
ng to 
‘Stion 
while 
» call 
rises 


that, 


and 
will 


ther 
1 we 


nish. 
with 
into 

but 


give 


nili- 
has 


uld 
rest 
een 
“un. 
uld 


er- 


sed 
ess 





















































bape ia geile eee 
eo Tae 





















MUTUAL SECURITY ACT OF 1951 331 





The Cuarrman. In order to stay within my own plan, I will ask 
you. no more questions. You go ahead and make your statement. 

Mr. McGurr. We have assessed the consequences if Russia domi- 
nated that area. Russia would then be looking across the Persian Gulf 
at all the oil wells we control, in addition to controlling those in 
Iran, and she would have severed vital communication lines between 
the east and the west. 

The Cuatrrman. I hope you can find some valid reason why we 
should. All these people I have talked to who have gone over there 
say that Iran is just simply a desert, that there is nothing there ex- 
cept these two supposed rivers, but that there is nothing to develop. 
There is no soil. 

Mr. McGuer. Iran does have, Senator, according to our experts who 
have looked into this, considerable undeveloped resources. The 
sources of Iran have been compared with those of California. Tran 
has mountains and valleys—mountains which provide rainfall which 
can come into the valleys as underground water, which, if developed 
through wells, could bring into cultivation great areas which are not 
presently cultivated. [ Deleted. | 

We request here only $24 million, Senator. It is a modest invest- 
ment to help the people of Iran get some sense of confidence in their 
Government, so that they will cooperate with the west—so that they 
will feel that their future can best be served by being friendly to us 
and the western countries. 

As a consequence, we propose this program which is basically di- 
rected at the village level in Iran. 








VILLAGE IMPROVEMENT PROGRAM FOR IRAN 


In answering Senator Lodge's query here, I would like to say that 
this total program of $24,050, 000 is divided into the followi ing general 
projects: First, a village program—a rural improvement program. 

Senator Lopcr. When you say this program, the American adminis- 
trator deals directly with the ni itive in the village? 

Mr. McGuer. That is correct, sir. 

Senator Lopgr. How does he know who to deal with? 

Mr. McGuer. In part of these village programs, teams of seven 
men would be sent out to.the villages. ‘They would make a direct im- 
pact on the institutions there and upon the villagers. It is obvious 
that a limited number of Americans cannot come in contact with all 
the individual Iranians. He must work through Iranian institutions 
and train Iranians in turn to go out and project themselves.  [ De- 
leted. } 

For this program we have proposed some $6 million. 

Senator Loner. This is the agricultural program ¢ 

Mr. McGuer. This is the village improvement program. 

Senator Lopse. What do you mean by that ? 

Mr. McGuer. It directs itself to all phases of village life; to agri- 
culture—for example, we have listed here an extension specialist, an 
agrarian specialist, a livestock specialist, a specialist in farm ma- 
chinery, an irrigation specialist, and a home specialist. 

In education, we have a rural specialist and a sociologist. 

Senator Lopcr. How do they do it, on the basis of trying to teach 
them what to do so they can do it themselves, or do the "y just keep 
feeding stuff at them, sir? 
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Mr. McGuer. That is correct, sir. ‘ 

They would operate in one village, and then that village would be 
a model for the surrounding villages. They would work through local 
people, organizing local committees to carry on the work they have 
started. 

It is similar to the way the extension work is done in this country 
through 4-H Clubs and ‘other local or ganizations where there is one 
man, a triple A agent, going out in the country and amplifying himself 
manyfold by organizing the local people. 

Senator Loner. Has this been done! 

Mr. MoGuer. This, sir, has been done with great success during the 
limited period it was in operation in China. 

Senator Loper. How about Iran? 

Mr. McGuee. It is just starting there. We have engaged Dr. Har. 
ris, formerly president of Utah State College, to direct ‘this program. 

We have been recruiting the personnel for Dr. Harris. He is famil- 
iar with Iran and he is going out in the villages. 

It has been done in the Middle East by the Near East Foundation, 
I have visited the villages where they have worked near Tehran in 
Iran. They drilled a w ell for good water and taught the people the 
advantages of good water. They made an improved type of privy 
for these people. It doesn’t cost anything, but it is sanitary. 

They taught these people to use DDT in getting the insects out of 
their homes. It is a very practical program that has impresed every- 
one who has ever been to Iran. 

Senator Loner. You train the natives to do it so they are not de- 
pendent on us? 

Mr. MoGueer. That is correct. 

In this particular program there was one American and he worked 
through probably a dozen Iranians who had been recruited for that 
purpose. They in turn worked through the officials of the surround- 
ing villages who would come and see what had been done and then 
go yhome and try to do it in their villages. 

Senator Loner. That is just the kind of thing I want. 

Now go ahead. 

Mr. McGuee. Now we are still dealing with Iran. 


AGRICULTURAL DEVELOPMENT PROGRAM IN IRAN 


We propose to spend $6 million for an agricultural development 
institute. That institute would address itself to improving agri- 
cultural methods all over Iran. It would take this agricultural ma- 
chinery which has been referred to previously and make it available 
locally on a rental basis to the farmer, so that the farmer need not 
own this machinery. The institute would have it available so he 
could rent it when needed. 

We have here, for example, a breakdown of every item of equip- 
ment which this institute would utilize under this program. It aggre- 
gates $2,669,000. 

Now we have here, for example, land preparation machinery in 
addition to that. We have water development machinery. 

Senator Loper. I have been told they were the world’s worst 
mechanics. I was told none of them even knew how to use a screw- 
driver. How can you depend on them? 
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Mr. McGuer. I don’t pretend, sir, that they are the best, but the 
British have found, for example, in the oil fields of Iran, that the 
Iranian is quite a good mechanic. In the oil fields, only 2,800 are 
British and the rest, some 70,000, are mostly Iranians. 

Senator Loper. Do you think when a committee of Congress goes 
out there next year they will find a lot of machinery rusted and 
useless 

Mr. McGuer. It will be our objective to see that that doesn’t happen, 
sir—not to see that you don’t see it, but to see that it isn’t there. 

Going back to this agricultural development program, sir, we have 
a considerable cost in personnel. We have, for example, 20 tech- 
nicians who, it is estimated, would cost $240,000 in their entirety, and 
that, together with the agricultural machinery at $2,669,000; the land 
preparation machinery, $268,000; the water development machinery, 
$2,595,000; and the centers from which these machines would be 
rented by the farmer, $228,000; together with the technicians would 
aggregate $6 million. 

By way of illustration here we have the village sanitation and 
water section of village development and rural improvement program. 

This assists the Iranians in drilling wells and getting good water. 
They are presently drinking water out of open pits when it is a simple 
matter to drill a few hundred feet and put in wells that can, in many 
cases, be operated by wind or hand and provide pure water for the 
first time for these people. 

We felt that a acomatie way of showing United States interest, 
and one which would help them in health and in other ways, would 
be to go to each village and furnish a well. You don’t need compli- 
cated machinery. They would all know that the United States helped 
them drill that well. In a time of crisis such as this, they would be 

favorably disposed to us. 

Later they would think their future lay in better cooperation with 
us. 

Senator Lodge, do you want me to go into more of this detail? 

Senator Lope. Just the high spots as you go along. 

Senator Green. Mr. Chairman, I have some questions I would like 
to ask, . 

The CuarrMan. We would like for the witnesses to go ahead and 
tell their story before we interrogate them. They get excited and get 
sidetracked. Just stick to your statement now. 

Mr. McGuer. Suppose I pass from Iran and go to the Arab States 
and Israel. 

The Cuarrman. I would be glad if you did pass from Iran. I have 
heard more about Iran, and I see no good coming to us from pouring 
out millions of dollars in Iran. 


Go ahead. 
THE ARAB STATES AND ISRAEL 


Mr. McGuer. Mr. Chairman, I would like to address myself now 
to the Arab States and to Israel. 

This is an area where we have not given grant assistance. These 
are weak states. Apart from the State of Israel these other states are 
Moslem, Arab States. These states are new. They just came into 
existence after the First World War or Second World War. They 
have had many difficulties in getting established. They have difficul- 
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Lies among themselves, internal rivalries and jealousies as you know, 
sir. 

The CuarrMan. Are we going to straighten them out, sir? 

Mr. McGuer. We are going to try. 

The Cuairman, Are we going to go in there and straighten out the 
internal affairs of these countries? I am not for that. 

Mr. McGuere. We are trying to settle the difficulties between them. 

Mr. Cuairman. It is none of our business to try to settle their 
local squabbles among them. Let them settle them themselves. 

Mr. McGuerr. You are aware, sir, that the difficulties between the 
Arab States and Israel could well upset the security in the Middle East. 
We have directed our efforts mostly through United Nations, ever 
since the hostilities in 1948, and we still seek through = United Na- 
tions participation to ac hieve permanent peace in the ar 

Mr. CuarrMan. Go ahead. 

( Deleted.) 

Mr. McGuer. We have felt it increasingly important that we do 
something to firm these people up and give them important incentives 
to work with the west. ‘That is why we propose this modest program. 
The amounts involved are not great considering the strategic nature 
of this area, 


PROGRAM FOR ARAB STATES AND ISRAEL 


One of the principal causes of neutralism in the area is a feeling 
of uncertainty and insecurity. These people have not been assisted 
in building up their defensive forces. They know they will be at- 
tacked in event of war, and they feel we have shown no interest in 
their security. That is why we propose for the first time a very 
modest program of military assistance. This has been reviewed in 
our Government and the Military Establishment, and it is felt that 
it would be in our national interest to allocate to this area up to 10 
percent of the total military aid requested for Greece, Turkey, and 
ran. 

We ask for the right to transfer up to 10 percent of that to the 
Arab states and Israel when the President himself finds it is in our 
national interest, and that the defense of the area is important to 
us and that the countries concerned will cooperate with us. There 
are certain specifications in the legislation. 

Senator Brewster. Do you have an agreement that they will not 
fight among themselves ¢ 

Mr. McGueer. Yes, sir, we have already obtained that in connection 
with the so-called Tripartite Declaration. The British and French 
joined us on May 25, 1950, in stating that these countries had a 
right to arm themselves to participate in the defense of the area and 
maintain internal security. At that time these countries all made an 
unuertaking that they would not use the arms which we furnished in 
uny aggressive act with each other. The three countries—United 
States, Britain, and France—made a very strong statement against 
any type of aggression in the area, which we feel is still a deterrent 
to aggression among these states. 

Senator Green. Does that include Israel ? 

Mr. McGuer. Yes, sir. This will also be available for distribu- 
tion to Israel, this $41 million. 

Senator GREEN. | mean that agreement. 
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Mr. McGueer. Yes, sir. Israel made that agreement also. 

Now the precise programs have not been worked out. This would 
be for determination by our military establishment, of course, and 
we merely seek this authority to be used if it is found in the national 
interest. It does not represent an increase in the total we are 
requesting. 

Now, in addition, we have felt it desirable to complement the 
military effort which we propose to help these countries make and 
to help these weak states struggling with their many problems— 
particularly the refugee problem which is the outst: anding one in this 
area—to give them modest economic assistance. 

Now we were confronted with the fact, Mr. Chairman, that the 
State of Israel had requested from this Government $150 million of 
grant assistance. The Israeli request is known to you. Your com- 
mittee referred the matter to the Department of State. We have 
analyzed this request very carefully. 

We have approached the question of aid to Israel on the balance 
of payments deficit which we can see in the Israel economy for 1952 

This, as you know, is a normal method of approach which we have 
applied in other cases. 

We have found that counting the important needs of Israel, count- 
ing her production, counting the various sources of income which she 


can expect and which include some $50 million which she has not 


yet drawn down from the $135 million Export-Import Bank loan, 
that the State of Israel would be entitled to roughly a little less than 
$25 million. That is a calculation made by our Treasury Depart- 
ment and responsible people in our Government dealing with balance 
of payments problems. That is why we propose here the sum of $23 
million as grant aid to Israel. We feel it is in our interest to aid 
Israel. 

Senator Futsricur. What was that figure ? 

Mr. McGuer. $23.5 million, Senator. That is given down in that 
breakdown on page 27. It is broken down here. 

I might say in that connection that the industry component of this 
program is made up principally of a power station to help in the 
development of industry in the Tel-A-Viv area. 

We feel it is in our interest to help this new state struggling to gain 
economic viability, and to help settle the large number of people who 
have recently immigrated. Israel is important to us and has important 
military and defensive forces. We need the cooperation and the suc- 
cessful maintenance of independence on the part of this state. 

At the same time, we feel that we must help the surrounding Arab 
states who are, themselves, basically friendly to us and many of whom 
have cooperated with us. Three of the Arab states, for example, 
supported the measure branding the Chinese Communists as aggressor. 

That is why in sere: hing this problem we have come out with 
roughly a comparable figure for the 40 millions of Arabs. We might 
be criticized that we have not offered enough to the Arabs, but many 
of the Arab states have large incomes from oil or from cotton and 
do not need large sums. 

In these healthier countries we recommend only modest amounts for 
technical assistance. 
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THE ARAB REFUGEE PROBLEM In 
The relatively poorer Arab states, however, have serious economic Pales 
needs, both to meet their current problems and also to settle the Arab a 
refugees from the Palestine conflict, a problem with which this com- — 
mittee is very familiar. — 
The Cuarman. We have given a lot of money to the refugees. vel 
Mr. MoGuesg. That is correct. We gave them $27.5 million last - 
time and we request this time, in addition to the $23.5 million for T thu 
Israel and the $23.5 millions for the Arab states, $50 million dollars have 
for the refugees. That will be mostly spent in the Arab states. “— 
Senator Futsricut. Why it is increased ? ment 
Mr. MoGuer. We have now an agreement on the part of the Arab of y 
states to cooperate in the reintegration of the refugees in their states, these 
subject to certain reservations. Hitherto most of the Arab states 
have taken the political position that they would not permit resettle- 
ment because they did not want to compromise the refugee’s right to Ne 
return to Israel or receive compensation. coop 
Now that time has passed. Our people working on the refugee pro- req 
gram are convinced that the Arab states are willing to do this if we with 
will provide enough funds to assure the job of being done. [ Deleted. | pa 
The whole cost of the program estimated by the United Nations is ~~ 
$150 million, which would take place over 3 to 5 years. The annual S, 
cost of feeding these refugees alone and sustaining them is $25 one 
million. E load 
Now, the sooner we can get the refugees settled on the land so they M 
are self-sustaining, the sooner we will be relieved of this annual feed- | beca 


ing bill. That is why we are anxious to get ahead as soon as possible, 


Ts ; ‘ B rein 
to accept the new conditions which have been created and help with 


S 
the resettlement of these people so they will be self-sustaining. \ 
Senator Green. These people actually are not refugees; they have S 
been driven out of aur We have agreed to pay them for their S thei 
properties. Now we are going to pay that debt? . 
Mr. McGuer. This is, of course, a United Nations program and © ical 
we are speaking of our contribution to the United Nations. . | 
Senator Futsricutr. What percentage? B onl 
Mr. McGuer. We have, up to this time, contributed 55 percent of » < 
all the funds which have gone to the feeding and work and resettle- asst 
ment of refugees. \ 
Senator Green. I am not talking about that. I am talking about S 
paying them back for the property taken. poi 
Mr. McGuee. That, of course, remains as an obligation of the " 
State of Isreael, and the State of Israel has stated that it will com- lio) 


pensate. They have also stated that they will not do so except as a 
part of a general settlement. Of course, from a practical standpoint, 
when you look to the source of the funds, the Israelis just do not 
have at this time funds in quantities required to meet the claims of 
the Arabs. 

Senator Green. My question is whether the money in this bill is 
to be used for that purpose ? 

Mr. McGueg. No. sir. 

Senator GREEN. May it be used for that ? 

Mr. McGuer. No; the funds will be used for the direct cost of re- 
settlement, and only in those cases where it can be shown that the man 
will become self-sustaining. 
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In other words, you take a refugee there in Jordan, in Arab 
Palestine—— 

Senator Green. Do I understand that these dispossessed persons 
will still be without their repayments ? 

Mr. McGuee. That is correct, sir. [Deleted.] 

Senator Green. Is that the principal cause of the discontent ? 

Mr. McGuer. That is one of the causes of discontent, Senator, but 
I think a more fundamental cause is the fact that these people do not 
have homes. They are now livmg in tents and in some cases in caves 
around the borders of the State of Israel. They have no employ- 
ment. I have visited all of these refugee camps and I am sure many 
of you, yourselves, have, sir. It is a deplorable condition in which 


| these people find themselves. 


COST OF RESETTLEMENT OF ARAB REFUGEES 


Now, for the first time, we have hope that the Arab States will 


' cooperate in the settlement of the refugees, and that is why we have 


requested a larger amount this year, the $50 million which compares 


' with $27.5 million last year, so we can get on with the actual settle- 
ment and take them off the relief rolls and remove the necessity for 
; our coming and asking for money to feed these refugees. 


Senator Brewster. This is going to cost $150 million in 3 years and 


| we are paying $50 million this year; we must be carrying the whole 


load. 


Mr. McGuee. Not all the funds can be devoted to reintegration 
because there is still required $25 million a year for feeding until 


' reintegration takes place. 


s 


ye 


4 


Senator Brewster. Do we buy all the feeding ? 

Mr. McGueg. No, sir. 

Senator Brewster. Have these other countries actually contributed 
their portion ¢ 

Mr. McGure. Yes; the 55 percent which I have referred to is bas- 
ically for feeding. Very little reintegration has been done up to now. 

If you count the contributions of all the states, we have contributed 
only 55 percent. 

Senator Brewster. Of the actual contributions and not the 
assessment ? 

Mr. McGuer. The contributions, that is correct, sir. 

Senator Grmutetre. Mr. Chairman, may I ask a question at this 
point to clarify this matter ? 

The sums that you have been discussing, Mr. McGhee, $23.5 mil- 
lion to Israel, $24 million to Iran, and $24 ‘million to the Arab States 
and $4 million to. Liberia, where do they appear in this bill? Is it 
the consolidated section 203, $125 million ? 

Mr. McGuer. They are lumped into the $125 million figure. 

Senator Gitterre. That embodies all of this? 

Mr. McGuer. Yes, sir. 

Senator Gruuterre. With the exception of the $50 million that is 
provided in the following section ; it is section 204% 

Mr. McGuer. Yes, sir. 

Senator Gutetrr. That $50 million, of course, embodied in section 
204 is not included in the $125 million ? 

Mr. McGuer. Yes, sir. 
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Senator Grmterre. You say it is? 

Mr. McGuer. Yes, sir; it is included in the $125 million. 

Senator Giitterre. That is all, Mr. Chairman. 

The CuatrMan. Go ahead. 

Senator GREEN. I have just one more question. I did not quite 
understand what you said. 

There was a commission sent out to investigate and they made , 
report on that resettlement. 

Mr. McGueer. Yes, sir. 

Senator Green. Is this to implement that? 

Mr. McGuer. It is, sir. 

Senator Green. As you will recall, Mr. Clapp appeared before 
our committee last year and recommended $27.5 million. 

Mr. McGuer. The only reason Mr. Clapp did not request more 
to initiate resettlement was because of his judgment that it was not 
politically possible. At that time the Arab states would not discuss 
with him the permanent settlement of the refugees. [ Deleted. | 

Now, we find the situation has changed. The program recom- 
mended by Mr. Clapp has itself led to the | present situation which will 
permit the Arab states to cooperate in this program. 

Senator GREEN. This is to carry out the Clapp plan? 

Mr. McGuer. Yes, sir. 

He himself recommended many of the projects which would be 
financed from this program. We have not deviated from the basic 
plan he presented. However, we are now able to go further than he 
was able to go at that time. 

Senator GREEN. What percentage of his plan would be carried out! 

Mr. McGuee. Sir, it is not possible to answer that question simply 
in that he did not go into the many details we now present in this 
plan because he was limited at that time by this decision on the part 
of the Arab governments. 

Mr. Chairman, I am just about finished now and then I would like 
to pass to Admiral Duncan. 

I would just like to state we feel this $50 million expenditure for 
the refugees is of equal value to the Arab states and to Israel. It 
relieves tension in the whole area. [Deleted.]| It will contribute to 
the peace of the whole area. 


AID FOR LIBYA 


We have only $4 million left to discuss and that is for the inde- 
pendent states of Africa? It involves a modest program of technical 
assistance. For Libya, a very strategic area where we have an im- 
portant air base in Tripoli~— 

Senator Lopcr. What are you going to do in Libya ? 

Mr. McGuee. We have a technical assistance program, basically 
agricultural, to get water on that narrow strip of territory along 
the north African littoral which is cultivatable. We can break it 
down into agriculture, forest, fisheries, $805,000; education, only 
*83,000. That would be vocational education to teach the people to run 
the tractors. 

Senator Lover. That land along the northern coast there is all 
dust and desert ! 

Mr. McGuer. If you can get ground water—and there is ample 
water down to 3,000 feet if you can drill the wells—it flowers into a 
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veritable garden. You have probably seen some of the oases there. 
You can create oases everywhere by drilling these wells 

Senator Loner. What are you going to grow there when you get 
done ¢ 

Mr. McGuer. Libya can grow vegetables for the European market 
better than any other country in the eastern Mediterranean area. 
They have very great hopes for the future of raising off-season vege- 
tables for sale alle over western and northern Europe. ‘The economy “of 
that country should be entirely self-sustaining some day on the basis 
of that market. They are much closer than Egypt, which is also 
engaged in this sort of ‘thing. 

The Cuatrman. Who is going to get Libya? 

Mr. McGuer. It will be an independent country, sir, by the first 
of next year. That was the decision of the United Nations. 

We hope that this modest program will assist Libya in maintaining 
itself as an independent country. We are quite encouraged by the 
progress that has been made during the period of tutelage of the 
United Nations commission upon which we have had a rep resentative, 
Ambassador Clark. 

Senator Green. Who owns these wells after thev are dr:lled ? 

Mr. McGuerr. Senator, of course all the land there is privately 
owned and the owner would pay for the cost of the well. That would 
produce a counterpart as in other countries. 

Senator Green. You cannot say he would “milk” the rest of the 
inhabitants; he would water them. A limited number of the people 
will control all the water essential to human life? 

Mr. McGurr. You would in some cases have one well available 
toa number of these owners. It would help the small farmer as well 
as the large farmer. 

Senator Green. Are any conditions attached to the use of the 
water so they would have to provide water to those who want it? 

Mr. McGuer. This isa projected program and we have not thought 
out all those details. 

Senator Green. Have you thought out those details? 

ir. McGueer. No, sir, not the conditions attached to the use of the 
water. 

Senator GreEN. That is an essential part of the program in my 
opinion. 

Mr. McGuer. Yes, sir. 

The CuatrMan. Go ahead, Mr. McGhee. 


AID TO ETHIOPIA AND LIBERIA 


Mr. McGuer. Ethiopia is in a highly strategic area. They are very 
cooperative with us. They have sent a large contingent to Korea to 
fight there. 

I might pass briefly to Liberia, which is a great friend of this coun- 
try. They call us their “next friend.” 

The CuamrmMan. What are you going to do with Ethiopia? If they 
can provide troops for Korea, why can they not provide for them- 
selves ? 

Mr. McGuer. We propose a small program for Ethiopia. It is 
largely technical assistance. 

They have borrowed funds from the Export-Import Bank which 
will help in their development and do not need large grant assistance 
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The Cuatrman. I hope you will not give her much because she (oes 
not need it. 

Mr. McGuer. She gets $950,000. That. is $175,000 for agricultiire, 
$100,000 for vocational education, $250,000 for health, and so fort), 

Liberia gets a small amount also for technical assistance. This js 
a very strategic area of the world. It was useful in the last war to 
have this friendly country there on the West Coast of Africa, and the 
port of Monrovia and Roberts Air Feld for utilization by our troops, 
We have done little for Liberia even in comparison to what has been 
done for the surrounding countries through ECCA. They have ob- 
tained a loan for $4 million from the Export-Import Bank. The 
continuation of the economic mission, which has been in Liberia sitive 
the war, will be of great assistance in spending this money intelligently 
and making friends for us. 

We get valuable rubber out of there; iron ore shipments have just 
started . The richest iron ore which has ever come into this country 
arrived from Liberia last week. We feel this modest program for 
Liberia is well justified. 

With that I would like to terminate my discussion. I apologize 
for having talked so long and will turn now to Admiral Duncan who 
will discuss the strategic aspects of this program. 

The Cuatrman. All right, Admiral. 

Senator Hunt. Very well done, considering the interruptions. 


STATEMENT OF VICE ADM. DONALD DUNCAN, DEPUTY CHIEF OF 


NAVAL OPERATIONS 


Admiral Duncan. Gentlemen, I am here to give you an estimate 
of the strategic importance of the Middle East and some of the factors 
that contribute to it. I might say that it had been the intention of 
Admiral Sherman to be here with you on these matters, and I am 
sure that you share my regret that he is not here, because he unques- 
tionably, through personal study and observation, was probably the 
best qualified officer we had in the service of the United States to 
discuss these things with you. 


STRATEGIC IMPORTANCE OF MIDDLE EAST 


The strategic importance of Greece, Turkey, and the Middle East 
rests on three factors—the location, the material resources, and thie 
human resources, the people. The Middle East lies astride the air 
routes between Europe and Africa on the one side; India, Asia, Aus 
tralia and New Zealand on the other. The Suez Canal is the vital 
link between the East and the West. The freedom of operations in 
the Aegean, Adriatic, and Mediterranean is vital to the control of the 
entire Mediterranean area. The land masses of Greece, Turkey and 
Iran present a physical barrier to territorial expansion of the 
U.S.S. R. 

Continued control of this vital area by countries oriented to the 
West is essential to our land, sea, and air communications, our free- 
dom of operation in the )fediterranean, and the security of General 
Eisenhower's southern flank. The mineral resources consist primarily 
of one of the world’s largest proven deposits of oil. The free world 
now requires this oil for its greatly expanded rearmament effort, and 
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it would become essential for the effective prosecution of a general 
war. 

Conversely, these oil resources would be of tremendous benefit to 
the Soviet Union in a prolonged general conflict. These considera- 
tions are geographical and geological facts, and we can’t change them. 

The human resources of the area can be effective. They are the 
will and the ability of people to resist Communist aggression, whether 
internal or external. The purpose of the aid we are recommending is 
to strengthen their will ee ability as well as to improve the military 
osture. We are faced today with tremendous pressures in the area 
Turkey and Greece are faced by threatening armed forces; Iran is 
faced by traditionally covetous and opportunist Russia, and requires 
moral as well as material aid. 

The Arab States and Israel are at a military and social impasse. 
The tides of national awareness are arising in the area, and the exist- 
ence of large numbers of homeless refugees is a disturbing factor, 
as Secretary McGhee has pointed out. 

The capitulation of Greece, Turkey or Iran to communism would, 
in my opinion, open a breach in a dam which would imperil our entire 
position in that area. The continued resistance to communism of the 
other countries in the area is important to lend depth to our defense. 








AID GIVEN TO MIDDLE EAST SO FAR 


In previous years we have shipped over a quarter of a million 
measurement tons of military supplies and equipment to Greece, 
Turkey and Iran; in addition, a number of badly needed combatant 
ships and aircraft have been provided, and more are in the process of 
preparation for delivery. 

United States military advisory groups are stationed in these coun- 
tries. As of the 1st of May 1951, some 2,200 students from title IT 
countries, which we are considering here, have been trained or are in 
training in the United States service schools. 

I have stated the problems facing us in the Middle Uast. The pro- 
grams of military assistance proposed by Greece, Turkey, and Iran, 
if authorized, will permit an increased ability to deter or discourage 
armed attack, to maintain internal security, and in the case of Greece 
and Turkey permit them to continue their valuable contributions to 
the UN operations in Korea if those unfortunately continue. 
AUTHORIZATION REQUESTED FOR MIDDLE EAST 
Section 202 of this proposed legislation would authorize the Presi- 
dent to use not more than 10 percent of the $415,000,000 authorized 
under section 201 for the purpose of granting military assistance to 
any other country in the Near East area. This is a permissive pro- 
vision in the bill. While this amount is not lar ge, it will provide for 
essential training and useful equipment, for the preservation of inter- 
nal security and continued resistance to communism. 

The provisions of the requested economic assistance will contribute 
greatly to carrying out the necessary military programs and will, I 
believe, be reflected in a more stable and healthy economic outlook. 

Alleviation of social and economic distress will defeat one of the most 
potent weapons of world communism. 
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In conclusion, I feel that the Eastern Mediterranean and Midille 
East area is second only to Western Europe i in importance in the war 
against communism, and that today itisa very active theater in that 
struggle. I consider it essential in the interests of the sec urity of 
the United States that we continue our military and economic aid to 
those countries, and that we be prepared to assist those other coun- 
tries not now eligible with small amounts of military assistance where 
necessary. 

We have here General Arnold, who heads up the military mission in 
Turkey, and General Jenkins, who headed up a similar mission jn 
Greece, who will be prepared to discuss those countries with you in 
detail. 

The CHarMan. Very well. Who is next! 

Senator Carn. Might we be permitted, Mr. Chairman, to address 
some questions to Admiral Duncan ? 

The CHarrMan. Our plan is to finish with the witnesses and then 
anybody that wants to ask questions can ask any of them. 


STATEMENT OF MAJ. GEN. WILLIAM H. ARNOLD, CHIEF, MILITARY 
MISSION TO TURKEY 


General Arnotp. I am Maj. Gen. William H. Arnold, Chief of the 
Joint Military Mission for Aid to Turkey. 


EQUIPMENT AND TRAINING PROGRAM FOR TURKEY 


The program that we are attempting to carry out in Turkey has 
two major facets—equipment and training. In 4 years we have 
delivered substantial amounts of military equipment from tanks, guns, 
aircraft, and submarines to medical supplies, radar, and jeeps; and 
we have trained directly, in newly organized army, navy, and air 
force schools, over 25,000 officers and men in the use of this equip- 
ment. Those trainees, too, have in turn passed on their learning to 
many other thousands. In the equipment field our motto has been 
prompt delivery of those items which ‘Turks can put to effective use; 
in the training field, teach Turks to teach other Turks. In addition to 
that, we have just received training teams, American training teams, 
that are now located with each one of the major Turkish units. Those 
training teams will speed up our teaching so that we have our instrue- 
tion being carried forward in two places; one in the schools, to teach 
the Turks, and then in the units, to teach more Turks, so that more 
Turks will know how to do the job we want done, and they are there to 
supervise this ability of the Turk to carry on. 

The net result of this twofold program is that American military 
aid to Turkey has made a major, balanced contribution toward mod- 
a and, consequently, materially strengthening the Turk armed 
orces. 


IMPORTANCE OF TURKEY 


Turkey, hard core of the old Ottoman Empire, i is a relatively poor 
country. It is slightly larger than Texas. This year’s census puts its 
population at 21 000,000. It is united, and its people are as one in 
their opposition both to the Communist infiltration and threat of 


Sovi 
illus’ 
desp 
deve 
30 t 
subj} 
pro} 
and 
dens 

ue 
q 
wit! 
Uni 
dra 
sen 
cip 
ope 
I 
of | 
sup 





Middle 
he War 
in that 
rity of 
, aid to 
y coun- 
> where 


sion in 


SION in 
you mM 


dress 


d then 
[TARY 


of the 


ay has 

have 
guns, 
$3 and 
id air 
quip- 
Ing to 
; been 
e use: 
ion to 
eams, 
Those 
struc- 
teach 
more 
ere to 


litary 
mod- 
rmed 


poor 
its its 
ne in 
at of 


MUTUAL SECURITY ACT OF 1951 343 


Soviet domination. Their determination to resist aggression is best 
illustrated by their own exertions. During the past several years, 
despite pressing need and desire for social improvements and economic 
development, the Turkish Government has consistently expended from 
30 to 40 percent of its state budget for defense purposes. Although 
subjected to continuous and, at times, vicious Soviet pressures and 
propaganda, the Turks have not faltered or weakened in their spirit 
and determination. In fact, this solidarity of purpose against Soviet 
designs has increased, despite the fact that Turkey occupies a uni- 
quely exposed position vis-a-vis the Soviets and their satellites. 

Turkey has, too, by repeated actions, demonstrated her alinement 
with the principles of the United Nations and her friendship with the 
United States. The Turk contingent in Korea has again demonstrated 
dramatically the historic fighting ability of the race. Turkish repre- 
sentatives in the United Nations have consistently supported the prin- 
ciple of collective security. There has been no exception to their co- 
operation with the United States in the present world crisis. 

I submit that these actions make the Turks conspicuously deserving 
of continued material, moral, and technical American assistance and 
support. 


ADDITIONAL EQUIPMENT AND OTHER ITEMS REQUESTED FOR TURKEY 


The additional military equipment and materials and other items 
requested for the Turk armed forces in our over-all program have been 
carefully selected on the basis of minimum essential needs in order 
that Turkey can continue to present a major deterrent and obstacle to 
Soviet aggressive designs. There can be few, if any, other foreign 
positions of strength where wise expenditure of the American tax- 
payer's dollars can create so worth while a measure of security for the 
free world. 

The Turkish forces that I am speaking of [deleted] are divided 
into, for the army, 19 divisions [deleted] and miscellaneous corps 
troops and supporting trops. They have three armies and eight corps 
| deleted. | 

It is one nation that we have never had to ask to have a large force. 
It is one nation that we have had to hold down, because they intend 
to defend Turkey to the last Turk. 

The air force currently consists of seven air regiments, five of which 
are fighters and two of which are bombers. ‘Their airplanes are F—-47’s 
that were secured from us in former programs, British Siptfires which 
were secured prior to our moving into Turkey; the British Mosquito 
bomber, and the B-26 American bomber and the C—47 transport plane. 

Our current program envisages that these planes will be replaced by 
jets. [Deleted.| In preparation for that we are currently construc- 
ting in Turkey, modifying, and improving, five airfields that will be 
capable of jet operation. | Deleted. | 

The Turkish Navy consists of | deleted | submarines and | deleted | 
destroyers and |deleted| mine sweepers. Those are the major ele- 
ments. There are, of course, auxiliary craft and things of that general 
nature. | Deleted. | 

For the army, a small additional amount of artillery to round out 
some of our shortages;.a minimum of trucks and motor vehicles of 
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various types, again to fill in shortages that have developed or wnits 
that we desire to improve. The major portion of the money is for 
spare parts. We have not received a large quantity sufficiently jy 
past programs to have on hand the spare parts required. 

For the navy it consists of training funds; the conversion of one 
LSM into a submarine tender, and the stockpiling of ammunition an 
items of that general nature, all essential to a rounded program.  T)\ 
air funds are principally for the purchase of new jet aircraft. 

The program is such that we are not contemplating expansion of 
existing forces. We are simply trying to help the Turks modernize 
in a small way and to make these forces more effective. 


TURKISH FORCES IN KOREA 


One or two little incidents I would like to bring out. I have been 
asked the question, “Were the Turks who went to Korea volunteers 
or were the Turks selected Turks ?” 

I can answer that the Turks who went were not selected; they were 
average Turks. They are run-of-the-mill Turks. The officers were 
volunteers; the enlisted men were conscriptees. The unit had been 
in action in Korea for some considerable period of time and had suf- 
fered heavy casualties last November. When the Tur's decided to 
send replacements to offest our casualties, they asked for volunteers, 
and they received 30,000 names for 1,800 vacancies. 

I went by a place one day and I saw a barbed-wire fence around 
these 1,800 people, and I asked the question, “Was the fence there 
to prevent these people from escaping?” and the answer was “No”; 
that the fence was there to prevent more Turks from coming in. 

From my experience in a year’s time with these people, I am con- 
vinced utterly that they are fighters; I am convinced utterly that they 
will fight Russia if they are attacked; I am convinced that for dollars 
you get 10 Turks for 1 American—I mean. from a comparable ex- 
pense. 

The cost of a Turkish division would be about one-tenth what it 
would be for an American division. There is a considerable man- 
power surplus in Turkey of these individuals who like to fight and 
who will Acht. They have fought the Russians for some 600 years. 
used to be a yearly pastime to go up and have a little tussle with 
‘them. 


SHORTAGE OF OFFICERS IN TURKEY 


Our principal difficulties are a lack of noncommissioned officers and, 
of course, a lack of funds. We are solving the noncommissioned- 
officer problem because we received $4 million assistance from an ECA 
grant and a law was passed in Turkey which permits more noncom- 
missioned officers to be in the regular forces and it makes their tour 
of service much more attractive, so I believe that within the year the 
problem will be fairly well in hand. 

Then there is a shortage of regular officers, but that is mostly be- 
cause funds are not sufficient to have others. There is a very large 
reserve officers’ corps, so there is no difficulty that I can envision 
in having the officers in case of emergency. 
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THE TURKISH SOLDIER 


So far as conscriptees are concerned, everyone in Turkey is liable 
for military service and so serves. The conscripted period is for a 
3-year period, but due to lack of funds and limitation on size of forces 
the people have been discharged at the end of 2 years’ service. The 
inductions used to occur once a year, but the law has been changed so 
that there are now three inductions a year, which makes it much easier 
from a training viewpoint to train the conscript army. 

The Turkish soldier, to give you some idea of how he lives, is on 
a very austere basis. His salary is 21 cents a month; he gets no emolu- 
ments in addition to that. He gets one uniform per season. In other 
words, he gets one uniform, a summer uniform in the summer; in the 
winter he gets a winter uniform and one overcoat. He is required to 
take care of that uniform completely out of his own resources. The 
Government furnishes nothing in the way of repairs, patching, clean- 
ing, delousing, or anything else that goes with it. It is up to the sol- 
dier entirely. So the total cost of the Turkish soldier, you can see, is a 
relatively minor affair. It is roughly about $500 a year, and that 
would be better than average living. 

He does have a good ration but it is a simple ration. It consists of 
22 pounds of bread, and then a stew which is eaten three time a day. 
It is the same thing, with meat and sundry vegetables, principally 
wheat stock. Despite all of this, the Turk has one of the highest 
morales of any of the armed forces I have ever seen. He has good 
morale, and although he sleeps on a wooden board with practically 
no mattress, he seems to thrive on it, because he is a Salen strong 
individual. 

I believe that I have expressed myself and told you how I feel and 
that I admire the Turk. I think he is a great person to have on our 
team under any circumstance that might develop. I would like to state 
again that I think you will be repaid tenfold for every dollar you 
invest in Turkey. 

Thank you, sir. 

The Cuatrman. Thank you. That is a very fine statement, Gen- 
eral. 

Senator Stennis. Did you say 21 cents a month? 

General ArNoLD. Yes, sir. 


STATEMENT OF MAJ. GEN. REUBEN E. JENKINS, FORMER CHIEF, 
MILITARY MISSION TO GREECE 


The CuHamman. What particular aspect are you going to testify 
about, sir? 

General Jenkins. Mr. Chairman and members of the committee, I 
am Maj. Gen. Reuben E. Jenkins, Department of the Army, recently 
assigned as G-8 of the Army, formerly Chief of the Mission in Greece. 

The Cuamman. How recently / 

General Jenkins. On the Ist of August, sir. Formerly I was in 
Greece. I went to Greece in April 1948 as Deputy Chief of the Ameri- 
can Mission there under General Van Fleet. When General Van Fleet 
left I took over the Mission as Chief, and remained there as Chief 
until the 12th of last May. I believe I am qualified, therefore, to speak 
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rather intimately on our program in Greece, and you may expect jy» 
to do so. 

I would like to state categorically that without the wisdom of | 
Congress, Greece today would be behind the iron ¢ urtain, and unw in 
ingly. The money that we invested there to recover Greece from this 
threat has been well spent. I know of no place where our investmen 
has produced better and more visible returns. 


PROGRESS IN GREECE SINCE 1947 


When I joined the Greek forces with General Van Fleet, we were 
confronted with a very chaotie condition resulting from the occupa 
tion period and the war. It was a situation that no other mission had 
to contend with. We had quite a competent navy, because it had bee) 
salvaged from the war and had been with the British. We ong 
reasonably good air force, because it had been salvaged, part of 
from the war, being with the British, and had been rebuilt Seeaiieha at, 

The army was a very hastily thrown together group of individ 
uals—— 

The Cuairman. You are speaking of the Greek Army now / 

General Jenkins. Yes, sir. 

The Cuatrman. All right. 

General Jenxixs. Thrown together from the Albanian reservists 
of the war of 1940, and 6 weeks’ trained recruits. | Deleted. | 

We initiated—when I say “we” I mean “we Greeks”— the cam 
paigns of 1948 under the most difficult circumstances. Our Govern- 
ment had saddled us with a tremendous task. We came to the early 
conclusion that our problem rested upon the question of leadership 
and training as well as the logistical support that you gentlemen had 
agreed to give us. 

In July of 1948 we passed immediately to the offensive in the train 
ing field, and that offensive continues there today, or at least it did on 
the 12th of last May. . 

Subsequent to the end of the campaign in 1949 we have put through 
a training period every Greek division twice, some of them three 
times, under the direct supervision of American officers. They today 
know how to use their weapons; they not only know how to use their 
weapons, they will use them. 

In their training exercises they display a courage that is phe- 
nomenal for a training period. It is standard operating procedure 
for the Greek units under training to crowd their supporting fires 
almost as closely as we hope to be able to crowd them in combat. 
because the Greek commanders now say “It will pay us dividends 
in the long run.” 

I have seen Greek soldiers and officers crowd their supporting fires 
within 125 yards in training. I have seen men wounded in that 
period of training, with the philosophy that “It will pay us dividends 
in the long run.” Frankly, if I tried that as a division commander 
I could be court-martialed for exposing my troops to unnecessary 
dangers during the training period. 

I believe that will give you some indication of the courage and 
the sincerity of these Greeks in their tr wining. 
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CONDITION OF GREEK ARMY NOW 


[ believe that my estimate of the Greek as a fighting man has been 
borne out by their record in Korea. Those of you gentlemen who 
have read the papers and read some of the recent artic cles in ” Sat- 
urday Evening on know that the record of our Greeks in Korea 
is second to nobody’ 

The leadership in “the Greek Army, Navy, and Air Forces has been 
revitalized beginning at the top. Their ability to maintain what 
we have given them has advanced to quite a satisfactory position. 
In fact, I believe my good friend Senator Cain here will testify that 
| took him to one of their maintenance installations unannounced 
to see What was being done in the repair and maintenance of equip- 
ment that had been salvaged or had become useless because it was 
worn out. I believe the Senator will tell you that that shop is as 
good as you will find in any European country, in my opinion, today. 

The army today consists of nine divisions. It is backed up by 
a reasonable but very small amount of armor and medium artillery. 
The division consists of three regiments. | Deleted. | 

On the air side, we presently have in Greece two Spitfire squadrons, 
British Spitfires: one Helldiver squadron; three AT-—6 flights, and 
one squadron of C-47’s in Athens. [Deleted.] 

The total strength—I would like to come back to the Army for 
the moment—of the interim period Army is approximately 147,000 
men. {| Deleted. | 

The strength of the Air Force currently is about 7,400 men. 
Deleted. | 

The Navy peacetime strength presently is about 11,000 be- 
cause We are in a transition period where we are getting these new 
destroyer escorts over to replace some vessels now in the old fleet. 
That strength will drop back to 10,000, approximately, as soon as 
we complete the transfer of these ships. 

The Greek Fleet is a very small fleet, composed of some obsolescent 
equipment plus the six vessels which you gentlemen included under 


the last program, two destroyers and four destroyer escorts. 
| Deleted. | 


PROPOSED PROGRAM FOR GREECE 


In this Army program that is proposed to you gentlemen we have 
requested [deleted] the funds required to maintain the present 
forces in being for the 1952 fiscal year. It provides for some addi- 
tional artillery badly needed in these divisions, and in minimum 
scale, too, I must remind you, because most of the fighting is done 
in the mountains of Greece, where mortars, also requested, are a much 
cheaper weapon, and provide in my opinion, based on my eight cam- 
palgns in Greece, much more satisfactory equipment for really close 
support. 

[t provides for additional antiaircraft automatic weapons. 
| Deleted. | 

It provides for the additional weapons and individual equipment 
required to convert some of the so-called light infantry or light regi- 
nents to divisions, taking into account the weapons that are cur- 
rently in those units, into standard divisions. | Deleted. | 
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The manpower is available. There are in Greece 440,000, or wer 
when I left there, trained men in the pool under 35 years of age, 
counting all of this year’s attrition. Of that number, : 320,000 of 
them were trained under my personal supervision, and I know What 
shape they are in. They are available for immediate mobilization, 
| Deleted. | 

In arriving at the Army program, I have personally given this my 
attention in an effort to provide them with only what “TL know they 
can use, and what they can maintain. We have provided them no 
luxuries. | Deleted. | 

In the air program the basic items of capital equipment that I “sal 
sidered are the jet planes. This little Greek force that we have there 
is as good in the direct support of ground troops as any of our boys 
that I saw in World War II toward the end of it. And this Greek 
Army has confidence in this air force, because I have seen them crowd 
the supporting fires of this air force as close as 100 yards while the 
air force was still strafing the target. 

This air force is good. [ Deleted. | 

On the navy we have no capital investment items. It is simply the 
maintenance of the equipment now on hand, the provision of ie 
reserves for its mobilization potential, and the assistance to the Greek 
forces in establishing a new base in Crete. [ Deleted. ] 


GREEK SELF-HELP SO FAR 


Now, gentlemen, as to self-help, I know that you are interested in 
what these Greeks are doing to co themselves. [ Deleted. | 

I know that you gentlemen have raised the question many times 
as to the self-help in Western Europe; therefore, before you ask me 
the question I will volunteer what I think of it myself as to Greece. 
We must bear in mind that Greece for 1947, 1948, and 1949 was in a 
guerrilla war, and I assure you that that was not a small-town country 
boy’s war, either. It was pienty bad. They had a tremendous amount 
of destruction in Greece. Their utilities were destroyed, their in- 
dustries were blown up, their farms were ravaged, their homes de- 
stroyed, and for 1948, 1949, and 1950 the Greeks had a tough time of 
it. It required everything the ECA could do to keep that country 
on its feet economically during that critical period. 

During that period of time a great amount of assistance from the 
ECA side went to the restoration of highways, return of refugees to 
villages, and to other things that would contribute most in the long 
run to the recovery of the country, and especially to their military 
situation. 

So industrially Greece was not able to do much. The result was 
that her revenue was low. She could not contribute much to self-help. 
In the last year, however, that has undergone some reasonable change. 

For example, in 1951, 47 percent, as I remember the figure, of the 

Greek budget was devoted to the self-help in the military field. That, 
of course, “produc ed a pretty heavy burden on the economic life of 
acne. 

don’t know what the figures are for next year, because I was not 
oe when the Greek budget was prepared, but that will give you some 
indication of what it was last year. 

This last year the Greeks passed through some further self-help, or 
at least it was the plan when I left there. There is an ammunition 
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jlant in Greece in which they hope to be able to begin the production 
of ammunition, small-arms ammunition, shortly. They are making 
their own clothing now for their armies. The ECA brings in the raw 
material and the clothing is being made in the clothing factories, not 
of the civilians but of the armed forces. However, the weaving is 
done out in the Greek mills, by civilians. The shoes are to be made 
this year by the Greeks. 

When I left there was a program afoot to get the Greek industry 
into the production of individual items of equipment, such as pack 
carriers, haversacks, and webbing of all sorts, and shelter halves. 
We pushed that program very hard, and when I left some samples had 
already been produced. They looked quite good. I have not seen 
the results since. I hear unofficially that considerable progress is being 
made in that field. [Deleted. | 

Now gentlemen, as to the West, these Greeks are with the West. 
There is no question about that, in my opinion. I was quoted recently 
in Time as having told a newspaper reporter that: “Anybody that 
thought they could tackle these Greeks without getting a bloody nose 
was sure as hell mistaken.” I did not make that statement, but I say 
that to you now. 

The CHarrMAN. General, does that conclude your statement ? 

General JENKrNs. Yes, sir. 

The CHArrMan. May Lask you a question ? 

General JENKINS. Yes, sir. 


SIZE OF OUR MILITARY MISSION IN GREECE 


The CuatrMAN. How many Army and military officers has the 
United States in Greece ? 

General Jenkins. The strength of the military mission, sir, is 102 
officers and 114 enlisted men authorized when I left there. I think 
that our officer strength the day I left there was about 98 or 99. 

The CuarrMANn. Do you mean that is for the Army, the Navy, and 
all? 

General Jenkins. The Army. 

The CHatrMAN. What about the Navy ? 

General Jenkins. The Navy strength authorized was 20 officers and 
31 enlisted men, I believe; and the Air Force—there was still some 
question as to how much of the MATS part of the Air Force there 
actually came under the chief of the mission as part of the mission. 
I think possibly I can get a more definite answer on that. 

The Air Force was 28 officers, 21 enlisted men, and 5 civilians. 

Senator Wiixy. Total? 

General Jenkins. Total Army, Navy, and Air Force, including 22 
civilians, was 338. 

The Cuarrman. That is not large. 

General Jenkins. No, sir. 


REMAINING COMMUNISTS IN GREECE 


The Cnatrman. Let me ask you, General, have the Greeks driven 
out all of the Communists that were fighting them in organized armies? 
General Jenkins. I was asked that question before the House 
committee, Mr. Chairman, and I will give you the same reply. Up 
on the Bulgarian border there are about four small Communist groups 
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that infiltrate back and forth across the border as they are threatened 

by the army. Those were the only known Communist groups when | 

left there. The remainder of the ‘so-called bandits scattered through 

Greece were in groups of one some place, two, three, five some other 

ee but those were bandits in my opinion simply because they were 
bandits, not because they were Communists. 

The day I left the Peloponnesos did not have a single bandit in it, 
according to Greek official reports. 

The Cuarrman. That is the Peloponnesian Peninsula you are talk- 
ing about? 

General Jenkins. Yes, sir. And as I told the House, at no time 
in history has there ever been a time when they didn’t have bandits 
there before. 

Senator Srennis. Did the General say he was not connected with 
this program now? 

The CHamman. He is here now. 

Senator Stennis. I mean any further. He is not connected with 
it? 

General Jenxrns. I have been relieved as chief of the military 
mission in Greece, sir, and have joined the Department of the Army. 

Senator Gitterre. When you spoke of the Communists on the bor- 
der, did you mean the Bulgarian caer or Yugoslavian border? 

General Jenkins. The Bulgarian border. 

Senator Lopee. Mr. Chairman, may I say that I had the memorable 
experience and pleasure of serving with aul Jenkins a long time 


during the war, and that when he says he has been there and he has 
seen with his own eyes, he has been there, all right. You don’t need 


to worry about that, because he is one of the most thorough, conscien- 
tious, and brilliant officers I have ever met. 

General Jenkins. Thank you very much, Senator. I appreciate 
that coming from you. 

The Crarrman. It is nearly time to recess. Our plan is to recess 
until 2:30 and then have all of the members of the committee here 
who have questions to question all who have testified. Is there any- 
body else from your group to testify ? 

Mr. McGuer. No, sir. That is ail the statements we have to make 
today. 

(Whereupon, at 1 p. m., a recess was taken, to reconvene at 2 
p. m. of the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:35 p. m., pursuant to the noon 
recess, Senator Connally presiding. 

Present from the Committee on Foreign Relations: Senators Con- 
nally (chairman), Green, McMahon, Gillette, Wiley, Smith of New 
Jersey, and Brewster. 

Present from the Committee on Armed Services: Senator Cain. 

(Senator Byrd, acting chairman of the Committee on Armed 
Services during the absence from W ashington of Senator Russell, 
was absent, presiding as acting chairman at a previously scheduled 
meeting of the Senate Committee on Finance. ) 

The C HAIRMAN. The committee will come to order. 
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It will be necessary for me to be absent for a short time. Senator 
(jreen will preside. 

Senator GREEN (acting chairman). The chairman says he must 
leave almost immediately and has asked me to take his place. I am 
going to exercise my prerogative as acting chairman by asking a few 
questions myself first. 

[ wish to ask Secretary McGhee to go back to Iran. 

The Cuamrman. I will say I hope we can conclude this afternoon 
with the group who are here in ofder that we will not have to meet 
tomorrow. 

Senator Brewster. You do not intend to be here tomorrow ‘ 

The Cuarman. I hope not. 

Senator Brewster. If we finish with these gentlemen today, we will 
not meet tomorrow. 

The CuatmrMan. We will take it up with the committee to deter- 
mine whether or not they want to meet. 








CONDITIONS IN IRAN 





ECONOMIC 


Senator GREEN. I wanted to go back to the economic conditions in 
Iran. Nothing was said about this phase of the matter. 

When I was in Iran I was very much impressed, talking with His 
Majesty, the Shah, and others in high places, that one of them most 
fundamental difficulties and perhaps the greatest difficulty in mod- 
ernizing the country or reforming its social evils was the necessity 
for land reform. The Shah said he tried to set a good example by 
making large donations of lands which he had as landlord, but his 
example was not followed as he hoped it might be. 

The argument comes up there, as it does in other countries in 
Europe, that the aid that we are giving we are giving to the landlord 
and the benefit of it does not accrue to the tenant, except very 
indirectly. 

That is especially true of Iran. 

Nothing was said by you, in discussing the Iranian situation, about 
my question. 

I do not necessarily speak of the nation, but I speak of a class which 
comprises 95 percent or more of the population. They do not realize 
any benefit and that results in a source of strength for the Communists. 

I would like to have your comments on what has been done and, if 
nothing has been done, why it has not been done, and what may be 
done in the future. 

Mr. McGuer. As you know, up until now we have not extended 
economic assistance to Iran, except for limited point 4 aid. We have 
not on the basis of these programs been able to achieve anything along 
the lines which you mentioned. 


LAND DISTRIBUTION IN IRAN 


You pointed out the program of the Shah, which is in the process 
of being carried out. He is selling on long-term-credit arrangements 
the bulk of his privately owned lands to his peasants. 

Senator Green. Is he continuing to do it? 

Mr. McGuer. Yes, sir. 

Senator Green. I knew he began doing it, but I did not know 
whether he continued. 


























MUTUAL SECURITY ACT OF 1951 


Mr. McGuee. To my knowledge he is continuing. He appointed 
a commission to carry it out, and the division of the land and the sales 
to the peasants are continuing. 

It is true, as you have pointed out, this has not been undertaken by 
other landlords. Indeed, I suppose it is too much to expect landowners 
on their own initiative to do the same type of thing that the Shah has 
done. 

Senator Green. Perhaps pressure could be brought to bear on them, 

Mr. McGuee. We are in the pésition of not yet having any basis 
upon which to bring this pressure. 

Senator Green. The basis could be the promised help. 

Mr. McGuer. Yes, sir. 

You are aware, I am sure, Senator Green, of the general policy of 
our Government toward the question of land reform. 

As you know, there was an interdepartmental committee which came 
up with a statement of policy in this regard. It is difficult to tie actual 
proposals with respect to land reform to proffers of assistance. It is 
an internal situation. [ Deleted. ] 

Senator Green. Now, all you say is that it is difficult. What I am 
asking you is, How do you connect these proposed reforms with the 
appr opriations which you are asking for economic aid to Iran? That 
is my question. I have received no answer. 

Mr. McGuer. I think I have responded that we cannot link this in 
directly, Senator Green, but it would be one of our objectives pursuant 
to this over-all governmental policy to help achieve land reform 
concurrently. 

Senator Green. If you do not handle this, how will you link it to 
anything else? You have more possibility here than anywhere else, 
have you not? 

Mr. McGuee. [If there is a linking, I should think it would be in 
the carrying out of the program rather than in initiating it as a 
prec ondition of aid to the country. [ Deleted. ] 

Senator Green. I would not be in favor of putting it into the bill 
itself, if we can get some assurance from the State Department that it 
not only sees the difficulties, but will attempt to do something about it. 


AMERICAN POLICY TOWARD LAND REFORM 


Mr. McGuer. Supposing I file with this committee the over-all 
policy on land reform approved by our Government and assure you 
that im carrying out this program we will adhere to that policy? 

(The matter ‘referred to is as follows :) 


LAND REFORM 


The following five points summarize the Department’s policy : 

1. The United States has long been concerned over problems related to land 
tenure and use. In recent years, it has promoted noteworthy achievements 
in land reform both at home and abroad. 

2. United States interest in this problem is based on the desire to reduce the 
eauses of agrarian unrest and political instability and to provide a healthy 
climate for the development of democratic economic and social institutions. 
As a matter of stated policy, the United States will continue to promote land 
reform wherever these objectives will be served, having regard, however, for 
the sensitivities and wishes of other countries and recognizing that this problem 
is essentially a domestic matter. Public statements have been made on this 
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subject by President Truman, Secretary Acheson, and Secretary Brannan, and 
a U nited States policy position has been sent to our posts abroad. 

» If the effectiveness of United States economic or technical aid programs 
in eaeanniieed areas is jeopardized by local problems of land reform, a solu- 
tion to the problems will be sought or, in extreme cases, the programs might be 
abandoned. Friendly counsel in connection with aid programs may sometimes 
be adequate to promote desirable changes. In other instances, explicit recom- 
mendations advanced in connection with prospective aid programs might be 
eonditions for further aid. Again, projects aimed directly at land reform may 
be incorporated as parts of economic or technical aid programs. 

4. The United States Government will attempt to stimulate attention to land 
reform problems in United Nations agencies and elsewhere. 

5. In order to carry forward the general program of encouraging desirable 
land reform with adequate regard to varying local conditions, extensive inter- 
agency machinery has been established to study both broad problems and 
conditions in individual countries, and to make recommendations relating to 
specific aid programs or countries. 

Senator Green’s questions on page 784 and following pages deal with the direct 
linking of the execution of this policy as a condition of aid. 

To require specific programs of land reform as a precondition of aid would 
in many cases defeat the ee of the program. In many countries, land 
tenure is bound up with social, religious, and political customs that date from 
time immemorial. Without far more expert study, it would not be possible to 
legislate intelligently on this subject. 

The premise of the mutual security program is that the purpose and justi- 
fication for United States assistance is to build situations of strength in the 
cold war. A precondition of such assistance which might offend large and 
influential sections of opinion abroad would frustrate the administrators of the 
program. In any case, a substitute must be found to perform functions now 
conducted by the landlord, who provides capital for seeds and equipment, and 
who is a link in the process of food distribution from farms to cities. 

On the positive side, one of the fundamental objectives of the program is 
increased agricultural production. This goal can be achieved. This has al- 
ready been proved. With larger production available, a more equitable share 
of the product, and resultant increased savings, cannot fail to benefit the masses. 

Enlightened opinion in many of the Moslem states will make it possible to 
further the principle of land reform. Public lands are available for settle- 
ment on nonfeudal systems of land tenure. In Iraq, a notable example exists 
in the Dujaila project on the lower reaches of the Tigris River, where the Gov- 
ernment has arranged for the establishment of model villages and model farms 
to be run on cooperative lines. 

The United Nations Relief and Works Agency for Palestine Refugees has 
as one of its objectives resettlement of the Arab refugees under similar condi- 
tions on lands of the public domain. 

The United States Government has assisted in the carrying out of effective 
programs Of land reform in Japan, Korea, China, and Italy. : 

Senator Green. What isthat? Is that in the form of a circular? 

Mr. McGure. It is a statement of policy which has been approved 
officially by our Government, which I can file with you at this juncture 
of the proceedings. 

Senator Green. For what purpose was it prepared ? 

Mr. McGuer. It was prepared basically to make clear to the world 
at large our policies with respect to land reform. 

Senator Green. I am not so much interested in knowing the policy 
as [am interested in knowing what you are going to do to imple ment it. 

Mr. McGner, I think that the matter of implementation can only 
be spelled out when you get into the execution of these programs. 

Senator Green. We have had similar situations, but not so bad, in 
other countries. Nothing has been done about it. 

Mr. McGues. In Formosa a considerable amount has been done in 
this regard. [ Deleted. ] 
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Senator Green (acting chairman). As I say, we have not done this 
before and have not given them economic aid in Iran, We have given 
aid to other countries in Europe and for 3 years nothing has been done 
along this line. I do not want to see it go on 3 years in Iran before 
anything i is done. 

It seems to me that it is a problem that the State Department must 
solve in order to tell us how it is going to implement this policy that 
you stated it has enunciated. 

Mr. McGner. Yes, sir. You recognize, of course, Senator Green, 
that we are limited in our ability to change entirely policies of other 
countries. 

Senator Green (acting chairman). I understand that. 

Mr. McGuer. In the countries in my area, for example, where we 
have given large-scale aid, the question of land reform is not really 
a problem. 

In Turkey there are legal limitations on landholdings. It is not a 
basic problem in Turkey. 

Senator GREEN (acting ch: urman). This is not telling us what you 
are going to do, it is telling us why you are not going to doit. Is that 
not true ¢ 

Mr. McGner. I am telling you why it is not really a problem in the 
only two countries in my area where we have had the opportunity 
for doing it. 

Senator Green (acting chairman). You furnish the argument that 
in order for us to do this, instead of defeating communism in Iran, 
it is going to promote communism in Iran. 

Mr. McGuerr. Much of the program we present here would not be 
for the benefit of landowners but would be for the direct benefit of the 
people in the villages and cities in Iran. Therefore, the question of 
land tenure will not arise. 

Senator GREEN (acting chairman). How would that be? 

Mr. McGuer. In the water program we propose the water would 
be available immediately to the villagers and not immediately to a 
landowner. 

Senator Green (acting chairman). You said distinctly here today 
that these wells in Africa would not belong to the public but to the 
owners of the land. 

Mr. McGuer. The wells drilled for purposes of irrigation would. 
Others would be drilled in the villages, let us say, for the community 
benefit of the villages. 

Senator Green (acting chairman). One way in which it might be 
done is to use this for public agencies rather than owners. 

Mr. McGuer. That may be an alternative, particularly in an area 
of small holdings, to have the State own the well and distribute 
the water. 

Senator Green (acting chairman). It is not for us to suggest it. It 
is for you to suggest it. ‘You suggest it and we will agree. 

What do you propose in the way of satisfying this very justifiable 
curiosity as to what the State Department will do in the matter ! 

Mr. McGuer. I can only state our general objectives and state 
that the administrators of this program will seek to achieve this by 
whatever means are available. 
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INCREASING MILITARY STRENGTH OF GREECE AND TURKEY 


Senator Wirry. I would like to direct probably several questions 
to the military group. 

General Gruenther told us very clearly that we could raise and 
apparently train troops a lot cheaper in Europe. You people have 
demonstrated that today in Turkey and Greece. 

I think the testimony today was that you probably could train 10 
divisions at the cost of one division in the United States. 

Now in view of the fact that Greece and Trukey is really the ap- 
proach to the underbelly of Europe, as a military matter is it not 
advisable, instead of thinking about putting more United States 
troops over there that Greece and Turkey enter NATO and put at 
least one or two of their divisions up on the German frontier and 
train the other eight down there so that if and when an explosion 
comes those divisions are right on the spot ? 

‘That isa part of my question. 

Now, knowing what is said about bombers today—there was some- 
thing said about bases. 

Right up in here near the Caspian Sea are the oil fields. 

Certainly we have to have the bombers and the troops there to pro- 
tect the fields. If we are going to put Russia’s oil production out 
of business, it could be put out right there. That is where she gets 
most of it and some of it over in Rumania. Therefore, we are attack- 
ing the underbelly. 

Tt would seem to me that instead of transporting more troops over 
here at 10 times the cost, when you have the manpower in here in 
Turkey and Greece, why is that not the practical solution now that 
we have our representation over here on the Rhine without, thinking 
about putting more troops over here which cost 10 times as much? 

If we get into a mess, we will not have on hand here the manpower 
to train and equip and so forth. 

Now I am not an armchair general, but I would certainly like to 
get the reaction of all of you on 1 that. 

To me, what we are building here is not done with the idea of think- 
ing about dividing up land in Iran. We are thinking primarily in 
terms of defending the United States and strengthening the United 
States. That would maintain our power at home. That would give 
us a chance to train our troops and put them back in reserve and 
keep them on the Continent. 

At the same time it would certainly strengthen that perimeter over 
there and open up the underbelly of Europe such as Churchill wanted 
to do in the last war and which I believe some of the best strategists 
now feel should be done, if there should be any attack on Europe, or 
an attack as it probably will come, to get the oil in Iran in the Near 
East. 

I would like to get your own analysis and judgment on that situa- 
tion. Furthermore, I would like to know whether any recommenda- 
tion has been made by you people to the folks over here. 

I have been one of these fellows who thought that the general on 
the ground, MacArthur, knew more about matters than the fellow 
who was 8,000 miles away. I think you fellows know more about the 
situation there and the effect upon the general critical situation in 
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‘ase it does come than the fellows planning over here. That does not 
discount them, but I would like your reaction. 

Admiral Duncan. I can answer part of that, Senator Wiley, on 
general terms. 

As to the military situation in Turkey, I will ask General Arnold 
to fill in. Those matters with regard to the deployment of troops, of 
course, flow from the strategic objectives. 

Senator Wiey. Well, the Turks put them in Korea. Think how 
that strengthened the morale of the whole United Nations. 

Admiral Duncan. We have lots of nations represented there. The 
objective there is to get everybody in. The Turks are in it and are 
doing very well. 

I do not think re: ally that that is quite comparable with the general 
world situation. 

Senator Witry. What about training more troops down there? 
That is what I am talking about. You can train 10 divisions down 
there for 1 that you train in the United States. 

General JENKINS. Some of the things that I have said and some 
of the things I say, of course, should not appear in any public record, 

Senator Green (acting chairman). I assure you, as well as the 
other witnesses, that you will have an opportunity to edit your own 

testimony. After that the committee itself will edit it and reedit it 
and, subject to those two modifications, you may speak. 

General Jenkins. I appreciate that, I am sure, Mr, Chairman. 

With respect to Greece’s position, and the question raised by Senator 
Wiley, it is true that you can train and equip a division in Greece 
much more cheaply than you can do so in the United States. 


From a military point of view, what I have to say are purely my 
own views and do not represent the views of my Joint Chiefs of Staff 
necessarily, because I have not discussed it with them. 

I think our principal job is to increase the potential of Greece to 
hold Greece. 


COSTS OF REARMING GREECE AND TURKEY COMPARED TO UNITED STATES 


Senator Wirry. I had in mind, instead of spending the additional 
amount it’ would cost to put another division in America, that you 
get the additional forces in Greece and in Turkey and that you have a 
contingent from Greece and Turkey up there on the line and let them 
be a part of NATO to show that there is a unity in NATO. That is 
what I had in mind. 

You certainly agree, do you not, that it would be wise to strengthen 
the Greek forces and the Turkish forces by additional troops and 
equipment ? 

General Jenkins. Very definitely. 

General ArNotp. There is no question about that at all. 

Senator Wirey. If it is a question of over-all costs; it is a question 
of where we can best spend our dollar. We cannot go the entire limit 
and take our whole economy into this preparedness program. 

I will put the question directly to you gentlemen again. 

Would it not be wiser to take a little more money for Greece and 
Turkey and get these 10 divisions additional down there and not 
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3 not spend it over here in getting men that you probably never would 

take to Europe? [Answer deleted. | 

, on Senator Wirey. Perhaps I have not gotten a correct answer, al- 

though you bowed your heads to one of the questions, that you would 

feel it advisable to increase the military potential of both these 

s, of nations. I will put the question this way: 

Do you think the money could be most advantageously spent in 
how increasing the military potential of these two nations—our allies— 
y more advant: iwweously spent there than it could be on raising troops 

lhe in our own country?’ | Answer deleted. | 

| are Senator Wirry. You have answered that, and you all agree on that. 

I am now talking about raising these additional divisions in Greece 
eral and in Turkey. We have one answer from one militaty man that the 
dollar could be spent most advantageously in Europe. 

ere / Now I want to know if it cannot be most advantageously spent in 

own Greece and Turkey. 

General Jenkins. I would like to answer your question, if I may, 
come this way with respect to Greece: [ Deleted. 

‘ord, Senator Witry. What does Turkey say 

the General ARrNotp. I would make no compar ison as far as the re- 
own quirements for Greece and Turkey, as opposed to Western Europe, 
it it are concerned, but I do not know the situation existing in Western 
Europe. 

ts ; Senator Wirry. Let us turn the question around. In your opinion, 

ator in view of all the circumstances as they exist, is it not your Mierke nt 

PERS that we should more quickly and adequately get Greece and Turkey 

more adequately prepared for any emergency ? 

General Jnunxins. Very definitely. As to where it comes from, Sen- 
ator, I am not prepared to state. 

General Arnotp. Very definitely. 

e to a Mr. McGrer. May I make a response here? You raise a question 
q about NATO. You are aware, Sen: e or, that this Government favors 
the inclusion. of Greece and Turkey in NATO. That is being con- 

ATES : sidered by the appropriate author! ities, and we are optimistic as to 

the results. 

I think your question as to the allocation of effort as between Eu- 
rope and the Middle East is something for over-all determination and 
not for this group who appears here representing the Middle East, 
itself. 

There is one point I think we should make here in considering 
this question, that the economies of both countries from the stand- 
point of their internal resources are now strained in the support of 
their existing military forces. 

Senator Witry. We are not in disagreement as to that. 

I wanted to make it plain that my whole thought was not to transfer 
any substantial troops. My whole thought is to have up on the Rhine, 
if they will join NATO or if you will let them into N ATO, an as- 
sembly of all the NATO interested parties just as you have it in Korea 
under the United Nations. 

However, I also recognize that there would have to be more aid. 

However, if $1 will do what $10 will do here, and if that is the 
most vital part in the minds of generals—you will not agree which is 
now, because necessarily you belong to the military gang, but I be- 
lieve that the whole scheme of Russia’s s performance on the perimeter 
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of the globe is to get the oil in the Near East. If she can deter us 
at some other parts of the perimeter and get us interested, she will 
do that, but she will eventually plan to come back to that. 

If that is the case and the Turks are ready to fight, as we were told 
and as you say, and the Greeks are ready to fight, as you say and we 
were told, then it seems to me that it is only common sense that you 
have strengthened that bastion. Then it comes down to the other 
question of how you are going to apportion the money that is going 
to strengthen it. 

I say put $1 over there that will do what $10 does over here. That 
is just common horse sense, and I cannot reason it out any other way, 
the State Department to the contrary or anybody else. 

Mr. McGuerr: Senator, you will not find anyone on this side of the 
table arguing against you on that proposition. 

Senator Winey. If it is necessary, I did want to feel out you people 
as to what I think is the most important part of this planning against 
the scheming and planning of the Russians. 


PUBLICITY ON TECHNICAL ASSISTANCE 


Senator Witey. How are people in the recipient countries made 
aware of the technical assistance they are receiving ¢ 

Mr. McGuer. Senator, all the agreements we negotiate with coun- 
tries for our assistance provide that full and free publicity to be 
given to the fact of the existence of the assistance. 

Many of the assistance programs speak for themselves in that they 
are conspicuous and known to be American-sponsored, and people 


see them. 

With respect to others, our local USIS overseas, using the local 
press wherever possible, seek to disseminate this information. 

General Arnotp. With regard to Turkey, I have never seen a trac- 
tor furnished through an aid program or any other type of equipment 
that did not still have on it the United States coat of arms and ECA. 

In every village in Turkey you will find the posters that describe 
the aid that has been received. 

I have never seen a person in Turkey who did not respect the United 
States greatly and who did not express thankfulness for the assistance 
we have rendered. 

Senator Witey. I might say that in our very brief visit we were 
pretty well impressed with the thought that here were two countries 
who had a tremendous sense of gratitude. 

In some places it has not always been that way, but these countries 
certainly reflected the fact that they were appreciative of what we 
had done and what we were doing. 

In Turkey they told us, “If you don’t give us another cent, we will 
be grateful for what you have done for us, and if we don’t get another 
cent, it will make no difference. We will fight to the death.” 

Those things are very illuminating and also exhilirating, to find 
that situation. [ Deleted. ] 

Senator Wirry. How do you differentiate between economic and 
technical assistance ? 

Mr. McGuer. It is difficult. One takes out of the total program 
that portion of it to be spent for technicians and advisory services 
and classifies that as technical assistance rather than economic assist- 
ance. 
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DEVELOPMENT LOANS TO UNDERDEVELOPED COUNTRIES 
Senator Witey. Now you know that is a statement that there is 
$1,000,000,000 additional for the Export-Import Bank loan that they 
want to authorize. 

Do you have that in there ¢ 

Mr. McGurr. Yes, sir. We have taken into consideration all the 
loans that could be expected to be made by the Export-Import Bank 
and the International Bank. 

Senator Wier. In other words, where you put in this technical 
assistance, the idea is that after they get in there and evaluate the 
projects, that you expect them to make application to the Export- 
Import Bank to fill out those programs ¢ 

Mr. McGurr. Yes, sir. We would hope these funds would be aug- 
mented by funds from the Export-Import Bank and the International 
Bank, both. 

Senator Witey. How much do you expert the funds to be aug- 
mented from the International Bank? 

Mr. McGueer. Their funds, I believe, are not fully expanded, that 
they have considerable amounts from contributions and bond sales in 
this country available for lending. They have the current receipts 
from loans repaid. I believe the International Bank has enough 
funds to meet certain of the requirements of the area. 

Senator Winey. You are not asking for any legislation to augment 
the amount of our contribution to the International Bank? 

Mr. McGrtez. No, sir. 

Senator Witey. Your total of Export-Import Bank is $1 billion? 

Mr. McGuer. Not in connection with my particular part of the 
program. 

Senator Wixry. No, I mean the over-all. 

Mr. McGuee. Yes, sir. 

Senator Wier. Then what we have to consider is that instead of 
814 fraction, it is 914 fraction. 

Is there any more in this economic program we do not understand, 
over-all? Is there any more that you could spend through any 
sources ¢ 

Mr. McGuer. Not to my knowledge, Senator Wiley. I do under- 
stand this $1 billion would last for more than 1 year and the expecta- 
tion would be that it would be repaid and as a consequence would not 
be a drain on our Treasury. 

Senator Wier. There is one other question I directed to all of you 
and I directed it before. 


ADMINISTRATION OF THE PROGRAM 


I would like to get your own personal judgment as to whether or 
not you think we should change the mechanism that is handling this 
military, economic, and technical assistance. 

Mr. McGure. Senator Wiley, I think this becomes an over-all mat- 
ter beyond the scope of our presentation. 

In the case of the existing ECA programs, I am sure we here would 
have no change to suggest and that the ECA missions in the field and 
the organizations here have been highly successful. We consider 
them highly successful programs. 
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Senator Witxy. I am very much interested in this because one or 
two of my associates have introduced another bill here. Is it not a fact 
that experience sharpens the effectiveness and efficiency of these organ- 
isms that have been forming now? 

Mr. McGuer. Yes, sir. 

Senator Wier. Last year, did they not show considerable improve- 
ment in efficiency and effectiveness. 

Mr. McGuer. I might point out, as an example, the fact that Mr. 
Porter, who now works with Mr. Foster, was once head of the ECA 
niission in Greece. 

The knowledge he secured in Greece is very useful in the adminis- 

‘ation of the program. 

I might point out that in the case of the program we propose for 
Tran, we recommended it be administrated by the ECA, 

The Executive is recommending in the case of the program for 
the Arab States and Israel, where we have a continuation of existing 
technical programs, that it be handled by the Technical Cooperation 
Administration of State Department. That is why Dr. Bennett 
scheduled to appear before you. 

Senator Witey. Let me get the quick reaction of the rest of you 
experts. 

Admiral Duncan. Thank you very much, Senator. 

I think in some respects from the viewpoint of the people in the field, 
the military, that there are advantages to having one channel through 
which they can work. 

Now whether that would be reflected in an over-all, single adminis- 
tration of these programs here or not is beyond me. lam not qualified 
to pass on that. 

General Arnotp. I definitely feel there should be one organization, 
since these funds are so closely allied. It is impossible to separate 
the economy of the country from its military strength. As to what 
type organization it would be, I am not prepared to state. I have 
given it very little thought except that I have always found that if 
you have one boss, you get much better results than you do if you have 
three. 

Senator Witry. General Jenkins. 

General JENKINS. Senator Wiley, my comments are my own views 
based on 3 years’ experience in an area where the economic mission 
and the military mission worked hand in glove and in daily contact. 

In the last 2 years of it, they were actually under one chief. 

My experience in Greece was such that I was impressed by the very 
great relation that exists between the economic capability of the coun- 
try and the military potential. You cannot under any circumstances 
separate those two 

Now then, if you must live in compartments, the economic separated 
from the military, you lose the relationship that must exist between 
the two. 

On the other hand, if they are interrelated and are so designed that 
one complements the other, then you will make progress and in my 
opinion that is one reason why we have made progress in Greece, 
because ECA from the outset recognized the relationship which existed 
between their activity and the problem of restoring internal order to 
Gteece, concentrating their initial effort on rehabilitation of highways, 
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railroads, bridges, and things of that sort, which contributed to the 
military effort. 

Having done that, ECA then passed largely to the question of re- 
habilitation of refugees, getting them back to their homes, rebuilding 
their villages, and putting them back with the water, their teachers, 
and their priests, and so forth. Then the military stepped in and 
actually did the moving for them. 

They moved these people back for them, furnished all their trans- 
portation, furnished them some supplies to help them out and get their 
people back off the Government rolls. 

We then passed through a period where we attempted to develop 
the industrial capacity of the country, and that is one of the points 
that I spoke about this morning. The industrial capacity of the coun- 
try that can support the military is just as important as the industrial 
capacity of the country that supports the civilian elements, if you are 
going to give it national security. 

Therefore, it is my convinced opinion that the ECA aid, the eco- 
nomic program. cannot be compartmented from the military program, 
nor can the military program be compartmented from the economic 
program. 

We were fortunate in having very wise administrators who brought 
about that sort of condition in Greece. As to the administration of it, 
how it is done, I am not concerned. But I do believe this, that under 
any law that is passed to carry out this sort of a program, the military 
must implement its portion of the program and the ECA, or the 
economic side, must implement its side of the program. There is bound 
to be an overlap between the two in which one will assist the other. 

The power of one man to direct those two activities must be para- 
mount in that area. 

Senator Winey. I have no further questions. Thank you. 

Senator Green (acting chairman). Before I call the next witness, 
I will remind Mr. McGhee that he will put in the record, I suppose 
at the conclusion of my questioning him, the statement of policy about 
land reform ¢ 

Mr. McGuee. Yes, sir. 

Senator Green. If you can add any applications to Iran, I would 
appreciate it. 

(Statement supplied previously. ) 

Mr. McGuee. We will do the best we can on that. 

Senator Green (acting chairman). Senator Smith. 


RELATIONSHIP OF POINT 4 TO ECONOMIC AND MILITARY AID 


Senator Smxrn of New Jersey. I would like to clear up in my own 
mind a few things about the economic program and the so-called 
point 4 aid program. 

A year ago I remember discussing this point 4 program with you. 
When that was under discussion originally, the executive branch sug- 
gested that the program was a long-range one and it would take several 
years before results began to appear. 

[ would like to ask you first whether you think that ought to be in 
the program which we are considering now, which probably will have 
a termination date or whether that is really a separate program from 
the military-economic that we are dealing with now ? 
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Mr. McGuer. Senator Smith, I think in its original conception 
the program was a long-range program because it directed itself to- 
ward technical assistance alone, and education, which take a long time 
to make an impact. 

This year’s program goes beyond the original point 4 concept in that 
it proposes to supply not just technicians and technical assistance, but 
some funds to purchase things such as tractors and plows as was 
brought out in the earlier testimony. 

Now in this form, it is not so long range, and I believe it has a chance 
of achieving a quicker impact than merely through the ———- 
of technicians. So I think we need not expect this type of program 
to last as long as we would have expected a straight technical-assistance 
program. 

In my judgment it is not feasible to separate technical assistance 
from an economic program for the reason that in the individual 
projects the people, the technicians, and the tools that they work with, 
are in fact inseparable. 

For example, we have this agricultural development program in 
Iran of which I spoke. You have a part of the cost which will go for 
technicians and another part which will go for equipment. It is the 
two together as an integrated whole which make the project. An 
segregation of one or the other fromthe whole would be artificial. 
They must really go together if it is to be an effective project. 


PROGRESS UNDER THE TECHNICAL-ASSISTANCE PROGRAM 


Senator Smiru of New Jersey. How much progress has actually 
been made beyond the blueprint stage of the so-called point 4 or 
technical-aid end of the thing ¢ 

Mr. McGuer. Senator Smith, these programs are now getting under 
way and making their impact. I think it is safe to say it has taken 
considerable time to reach agreements with the countries and recruit 
the personnel and for them to get started, so you cannot say that 
they have yet made an important impact on the economy of any one 
country. However they have a good firm base from which to start. 
The countries are glad to have point 4 aid in almost every case. I 
think the effects will from now on be cumulative. 

Senator Smirn of New Jersey. You are possibly aware of the fact 
that in our review of this whole situation this year we have realized 
the important thing to emphasize is military preparedness and collec- 
tive security in the interest of the rest of Europe and the rest of the 
world, and that everything is being geared into that military pressure 
we are under. 


WISDOM OF LARGE TECHNICAL ASSISTANCE PROGRAM NOW 


The other side is that insofar as possible we must save some money 
in this economic side except insofar as it is geared to the military, 
and, therefore, why can we not postpone some of this economic-aid 
business. In other words, my question at this point is Why could 
we not have a sample plan, say, in Iran instead of trying to cover the 
whole country at once? Just train some of the local people there 
without carrying the enormous expense of trying to rehabilitate the 
whole agricultural system of Iran or any of those countries or the 
far-eastern countries. 
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I am a little appalled by the idea of our taking on a program of 
reforming the agricultural habits of people who have been in agri- 
culture longer than any of the rest of us—giving them tractors, giving 
them harvesters, and so forth. It was suggested this morning that 
what they need more than those things is a metal plow rather than a 
wooden one. 

We went all over the place where we saw people plowing with a 
stick and people threshing their grain with a couple of cylinders 
sitting on a flat board. They have not gotten into the atmosphere or 
the spirit of the machinery. 

Do you not think we should have a sample plan rather than spending 
millions of dollars for equipment that may rust because we were not 
prepared to take it on? 

Mr. McGueer. I think it is important to point out in connection 
with the question you raised that we are not recomending assistance 
to any country where we are not also recommending military assist- 
ance. 

In the caseof each of these countries it is important that they develop 
their indigenous military strength and the economic program is an 
essential element of building up that strength. This is true both 
from the standpoint of assuring the country’s support for a common 
military effort, from the standpoint of giving the people the incentive 
to make an effort and from the standpoint of their orientation toward 
us in this great world struggle. 

The amounts proposed, if you exclude Greece and Turkey which 
are separate subjects, and the $50 million for the Arab refugees which 
is a separate subject, are $75 million for this purpose in all of this 
area. I think that that is a rather modest beginning. | Deleted. | 

From the standpoint of the equipment furnished, I cert: uinly agree 
with what you stated that we should furnish a minimum of this heavy, 
expensive equipment. 

On the other hand, if you did find areas in Iran, as I believe our 
technicians have, which did lend themselves to these mass-production 
agricultural methods and could thereby raise more grain for consump- 
tion in Iran, then it would be desirable to supply appropriate equip- 
ment. 

Senator Smirn of New Jersey. And you think we can effectively 
use 20 technical advisers at $12,000 a year just for Iran? 

Mr. McGuerr. Yes, sir. Ninety percent of the people in Iran live 
on farms. Their basic problem is to increase agricultural production. 

Senator Smirxu of New Jersey. Do you think American brains can 
go in there and get the confidence of the people and really use 20 
$12,000 men ? 

Mr. McGuee. Yes, sir; I believe we do. I believe we have ample 
illustrations already in similar type work of the effectiveness of such 
individuals. 

We have Mr. Horace Holmes who has been out in India and I hope 
can appear before your committee when you consider India. 

Senator Saurru of New Jersey. I am sympathetic to your ap proach 
of helping people to help themselves. I think that is terribly impor- 
tant. I think, instead of trying it in an experimental way by pilot 
plants to see what it does take with the mentality of these people, to 
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go all over the whole country with these experts working all at once 
is running a great risk of being a complete flop. 

Mr. McGurr. Even this program does not cover the whole country. 
It is, by nature, an expanded pilot-plant operation. All the villages 
will not get the water wells of which we spoke. All of the villages 
we spoke of will not get the teams we mentioned, working in these 
villages. 


PRIVATE FUNDS FOR TECHNICAL ASSISTANCE 


Senator Smrru of New Jersey. To what extent have private funds 
been devoted to this technical-assistance business ¢ 

[ have a friend in New Jersey who belongs to a group of businessmen 
to devote certain moneys to assisting other countries in a purely 
business way. They work out a plan whereby they put those funds 
into the country in the form of an investment. They may or may not 
get areturn. Do you have much of that ? 

Mr. McGuer. I wish we did. Indeed it is a public-spirited thing 
that you describe. 

We have the Fort Foundation and the Near East Foundation, whe 
are interested in the area. However, from the standpoint of private 
investment, unfortun: ately this area is not attractive to anything but 
investments in petroleum, including pipelines, and related fac ilities 

In Iran there is practically no private American investment. AI 
through the Middle East Americans are disinclined to go into busi- 
nesses these countries need. I think that derives both from the nature 
of the governments and the economies of the countries which makes 
it difficult to operate, as well as from the general insecurity of the 
area. 

Senator Smirn of New Jersey. Relative to the amount of money 
we are having to spend for all these military operations, $25 million 
looks awful small. I will say I lived in the West 15 years of my life 
and was engaged in many enterprises of a public nature, like irriga- 
tion and plants and so forth. If I got my hands on $5 or $10 million 
in developing a large area, I would have thought it was out of this 
world. It was difficult getting money for those things, and we felt a 
dollar had to go a long way. 

Now we have unlimited governmental funds to put in here, and we 
are sending people out and there is no adequate way to find out ex- 
actly what they can contribute. I think we have to examine this 
part of the program with the greatest care. I am not clear on how 
that part of othe program is immediately related to our military 
exigencies. [{ Deleted. | 

Senator Carn. Will the Senator from New Jersey permit me only 
to say that there has been a continuing need for capital funds in the 
West since you returned to the East a good many years ago, 

Senator Smiru of New Jersey. Do you mean the Western United 
States? 

Senator Carn. Yes. 

Senator Smirn of New Jersey. You are referring to the floods in 
Kansas and other places? 

Senator Carn. I have a good many things in mind, but I thought 
your comment was worthy of a comment. [ Deleted. ] 





nee 


try. 
izes 
wes 


1ese 


nds 


nen 
rely 
nds 

not 


ing 


whoa 
vate 
but 
Hes 
All 
usi- 
fure 
ikes 
the 


ney 
lion 
life 
iga- 
hon 
this 
It a 
l we 
ex- 
this 
how 


tary 


only 
the 


ited 


s in 


ight 


MUTUAL SECURITY ACT OF 1951 365 


DEFENSE OF THE MEDITERRANEAN 


Senator Smiru of New Jersey. I gather from your explanation of 
that that you think there was something to the point he was making 
there, and that would bolster up your argument for giving aid to Iran? 

General Arnotp. That is correct, sir. I think the amount we are 
asked for here is absolutely essential, and I think it will increase the 
power of Iranians to resist. 

Senator Smiru of New Jersey. As a military man, let me ask you 
this: Would you not say on that flank argument, on the other side 
you have the staying proposition. Should we not be thinking in terms 
of that area as a possible available area for us, possible lining up 
Spain and the manpower there ? 

General Arnotp. Yes, I think that is quite valuable. 

Senator Smirn of New Jersey. All the military men seem to feel 
that should be given consideration. 

General Arnotp. There is no definite showing that the attack will 
come here. There is a possible chance that the attack may come here 
| indicating]. 

Senator Smirn of New Jersey. And it has already come in the Far 
East, and we may get more there. 

General Arnoup. There is great danger in this area here, and it is 
absolutely essential that we build it up. 

Senator Smiru of New Jersey. Thank you. 

Now, General Jenkins, I would like to ask you a similar question 
with regard to Greece: 

A suggestion was made by a friend of ours in Greece who stands 
high, I think, with everybody there that possibly Greece might be 
available for a counterattack in case there was a move by Russia 
against Berlin, say, and West Germany, that that portion might attack 
up through Greece and use that as a channel to get to the Danube. 

What is your military judgment on that? Iam just curious to know 
what our people are thinking along those lines. 

General Jenkins. That has been the topic of a great amount of 
discussion here, Senator Smith. 

That thought is certainly worthy of some serious consideration. 

Senator Smiru of New Jersey. Then we can feel that that end of 
the Mediterranean is a vital part of our program in this whole area. 

Admiral Duncan. I think that can be thoroughly demonstrated, 
Senator. 

Senator Smirn of New Jersey. I was very much interested in that 
because we have heard those suggestions while we were over there. 
I was just following through on it here. 

[ notice both our Generals nod their head with regard to a possibility 
of that sort. 

Senator Green (acting chairman). Senator McMahon, do you have 
any questions? 

Senator McManon. Yes, I do. 


COORDINATION OF PROGRAMS IN GREECE AND TURKEY 


General Jenkins, I think we are rightly proud of what we have done 
in Greece and Turkey. This happy result which came about in Greece 
through the cooperation of both the Armed Forces and the ECA was 
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that achieved under the direction of a third person who was the chief 
in charge. 

Gener: il Jenrins. In the early stages, Senator, I am not so sure of 
how that coordinaiton was effected. I know that in the later phases 
of Ambassador Grady’s administration that a much closer heen 
ship was brought about between the two missions that existed prior 
to that time. 

Senator McManon. You had the Armed Forces, the ECA and the 
Ambassador ¢ 

General Jenkins. Yes, sir. 

Senator McManon. Now, you all worked together ¢ 

General Jenxrns. Yes, sir. 

There was only one mission there actually, Senator. 

Senator McManon. Who was head man? 

General Jenkins. Ambassador Grady, and later Ambassador 
Peurifoy. 

Mr. McGuer. I was coordinator of aid to Greece and Turkey in this 
program and was backstopping—on this side. 

The State Department was initially responsible for the conduct of 
this program, both economic and military. On this side there was 
unified direction under an office which I headed up. 

On the other side, the aid program was ts the head of the 
American Mission for Aid to Greece—first of all Governor Griswold 
of Nebraska. When he departed, we made the Ambassador to Greece, 
Dr. Grady, both Aiiidaihher and head of the American Mission for 
Aid to Greece. 

Senator McManon. I think this illustrates that there is not any 
magic in drawing a chart that will depend upon the men that you have 
in the field and the men you have at home hn are going to do the job. 

I do think it is important that we do not deceive ourselves into 
believing there is some magical formula on paper that we can put 
down if we have not got fairly common sense fellows who are going 
to administer this program. 

Just what that organization should be, I am not prepared at this 
time to either announce my decision or to announce my own formula. 
I have been long enough in this job to know that when you think you 
are going to get your own formula undiluted, you are a very great 
optimist. 

ECONOMIC AND MILITARY AID IN MIDDLE EAST 


Now, General, you also stated that it was most important that the 
economic situation be good if you are going to develop your proper 
military potential. 

That would seem sufficiently obvious as not to require a great deal 
of argument. 

As I understand it, the total economic aid in this area is $25 million; 
is that right. 

Mr. McGuer. $125 million; $415 million military. 

Senator McManon. The total economic aid, how much is that ? 

Mr. McGuerr. It is $125 million plus the amounts for Greece and 
Turkey which have hitherto been requested by ECA. [Deleted.]| 

Senator McMaron. What is the military aid again ? 

Mr. McGuer. $415 million. 

Senator McManon. It is very important, too. [Deleted.] 
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General Arnovp. Very definitely ; yes, sir. 
Senator McManon. I think it is important that we agree on these 


general principles, and as to the reason for each particular act that 


is done, pursuant to that policy making. I refer to the recent disa- 
greement on steel plows instead of tractors. There must be pacifica- 
tion of the peoples in those areas, if you are going to be able to use 
them militarily. There can be no doubt in your mind. I take it that 
is the answer of you military gentlemen, is it not? Do you all agree? 

General Jenkins. Yes, sir. 

General Arnoup. Yes, sir. 

Admiral Duncan. Yes, sir. [| Deleted. ] 

Senator McManon. I would like for a moment to turn to Iran and 
what we have been doing there. These oversea consultants got out 
of Lran, did they not ¢ 

Mr. MoGuer. Yes, sir. 

Senator McManon. Did you approve of the plan that they had for 
the development of the Iranian economy ¢ 

Mr. McGuer. It was not up to us to approve the actual plan. 

Senator McManon. I do not refer to official approval. What did 
you think? 

Mr. McGuer. The concept of the plan we heartily approved. 

We supported the overseas consultants during the period they were 
in Iran. 

Senator McManon. What happened to them ? 

Mr. McGuee. Basically, two things happened. 

Asa result of this, the OCI broup g gradually got discouraged because 
the plan was not going forward. 

They found that they were not effective so they then retired on their 
own initiative. 

Senator McManon. Did the British Government have anything to 
do with the operation ¢ 

Mr. McGuer. Nothing whatsoever, to my knowledge. 

Senator McMauon. I called your assistant’s attention to an edi- 
torial in Life magazine. You will remember Life was highly critical 
of the State Department and its actions in Iran. 

Mr. MoGuer. Yes, sir. 

Senator McManon. The accusation seems to be that the State De- 
partment has been laggard in supporting the Government of Iran with 
economic assistance. 

What do you have to say about that ? 

Mr. McGuer. Senator, ‘the article makes two points, the point you 
make and the point that we permitted the oil issue to be handled as a 
private issue. 

Senator McManon. It goes on to say we laid back and let the 
British Government pretend that this was a concern of a private 
company and the Government of Iran, which was damned nonsense 
and we did nothing about it and should have been in there prevent- 
ing this thing from falling apart to the point where it has now, and 
that the situation would not now be what it is had we supported the 
overseas outfit more vigorously and if we had given vigorous eco- 
nomic assistance to Iran in time. 

That is about the length of this critical article of our policy there. 

Mr. McGuer. I will ‘speak to the first point you have raised first. 

With respect to the other point raised by this article, I think if 
I could go back and show you the communications between our Gov- 
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ernment and the British Government for 18 months, the last 18 months, 
I could show you a steady interest and steady counsel to the British 
Government with respect to the negotiation between the Anglo-Iranian 
Oil Co, and the Iranian Government. 

You can be assured that we did at all times consider this a most 
important issue from the standpoint of our own national security. 

Senator McManon. I am glad to have you finish, but Senator Gil- 
lette must go and I would like to yield to Senator Gillette, if I can. 

Senator GREEN (acting chairman). Senator Cain is next’on the list. 

Senator Giuterre. I hope the Senator will yield to me just to make 
a request. I do have to go and my qugestion, or request 1s that when 
my turn comes on the call of the roll, that the chairman be permitted 
to propound these five questions that I have written, in my name. 

Senator Carn. Mr. Chairman, might I suggest in keeping with 
the suggestion of Senator McMahon, that should it suit your con- 
venience to propound those questions now, it would be completely 
agreeable to me. 

Senator Griterre. That is very kind, Mr. Chairman, but I think 
this would serve the purpose. I would like to have the questions and 
answers in the record. 

Thank you very much. 

(Deleted. ) 


THE OVERSEAS CONSULTANTS, INC., PROGRAM FOR IRAN 


Senator Carn. This economic program you have outlined here does 
prog d 
not begin to approach, of course, in Iran, the Overseas Consultants, 


Inc., (OCI) program? 

Mr. McGuer. I believe we all realize now that this program was 
too ambitious. The Iranians could not have spent that much money 
in new development projects. I think its being over-ambitious pre- 
cluded its success. 

That is why I don’t think we need consider this $25 million that 
we propose as being inadequate to make a start. The scale proposed 
by this OCI mission was a scale set by Iranian law and not by OCI, 
itself, and was in our judgment beyond the capability of the Iranians 
to carry out. 

Senator McManon. I have no further questions. 

Senator Green. (acting chairman). Senator Cain has stepped out. 
Senator Brewster, you may proceed. 

Senator Brewster. It would be well within the power of Iran to 
do this job for themselves, would it not under certain circumstances ¢ 

Mr. McGuer. Senator Brewster, if everything worked out perfectly 
as you pointed out, the Iranians may have no need for funds; you are 
quite right. 

Senator Brewster. They have a considerable latitude. 

I think it is one point where it is going to be very difficult to explain 
to the American people why we are putting up $25 million or $50 
million a year to a country which is obviously so well able to care for 
its own needs. 

Now what were the revenues of the British from this situation? 
Have you compiled those figures ? 

Mr. McGuer. Senator Brewster, I do not have at my fingertips the 


total revenues of the Government, plus the company. May I supply 
that? 
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Senator Brewster. I think I will make available for the record a 
letter from Mr. Paul D. Dickens, who is the United States Treasury 
representative at London, with our Embassy there, with whom we 
discussed this matter while we were there and he sent me this letter 
under date of July 23, which does show the revenues of the British 
Government from this situation, both through the medium of divi- 
dends, taxes, and undistributed earnings, and the further fact that 
they confirm what I think you have confirmed to me, Mr. McGhee, 
that the loss of the Iranian oil would mean to the British a problem 
of between $300 million and $400 million a year. 

Mr. McGuer. That is correct, sir. 

Senator Brewster. Assuming they were securing such revenues 
from Iran, it seems to me that it is going to be extremely difficult to 
justify to the American people, why we must go in and rescue the 
Lranians. 

I hope this committee will give the matter very careful considera- 
tion. 

I do not believe that Mr. Harriman, who is doing a very worthy 
job, and I wish him every success—I do not believe that problem 
should be solved at the expense of the American taxpayer, when the 
British Government profits out of it to the extent of between $200 
million and $300 million a year. I think that should be very clear 
and very emphatic. 

To what extent have you, Mr. McGhee, considered that aspect ? 

Mr. McGuer. Senator Brewster, our original consideration of the 
Iranian needs was made some months ago. At that time, we could 
see that the Lranians were running a balance-of-payments deficit based 
on their actual receipts from oil revenues on the order of $25 million 
a year. We formulated the program we present here as a long-range 
proposal to start a development program which we had always hoped 
would start but which did not start. 

Now as you know, there has been a complete stoppage of the flow 
of oil from Iran for some 6 weeks, which will have a severe impact both 
on the profits of the British company and in the receipts of the Iranian 
Government. 

Senator Brewster. And how can you justify the American tax- 
payers’ paying for the difficulties between the British company and 
the Iranians?) Why do we have to pick up the check? 

Mr. McGuer. We do it only because we consider it in our national 
interest to do so. 

Senator Brewster. You would be agreeable, then, if this situation 
were adjusted before we get action on this bill to making a possible 
radical change in the proposal ? 

Mr. McGueer. I think that is something that should be definitely 
considered, Senator. 

Senator Brewster. Certainly, this thing will take a turn one way 
or another in all probability within the next 2 or 3 weeks. 

Mr. McGuer. Also, Senator, if ample funds were available to the 
Iranian Government, the money need not be spent even though it 
were appropriated. We have had situations elsewhere, where the con- 
ditions so changed with respect to a country that surplus funds are 
created. 

Senator Green. Would you give us for the record the names of any 
such countries? 





370 MUTUAL SECURITY ACT OF 1951 


Mr. McGueer. There were surplus funds, as I understand it, avail- 
able from Western Europe for transfer to other titles under the last 
year’s program, Senator. 

Senator Green. They would be very good to use in an argument. 

Mr. McGuer. I am advised that that was true with respect to the 
United Kingdom. 

Senator Brewster. Also, the United Kingdom accumulated $1.5 in 
reserves as a result of the increase in price of raw materials, which 
you testified to, before, which was not anticipated when we extended 
aid. J would think that the United Kingdom would not be a good 
illustration, I would suggest to the acting chairman, as to the opera- 
tion of this policy. 

Mr. McGueer. I think there is this other point, Senator Brewster, 
that there is the desirability of demonstrating to the Iranian people 
our interest in them. 

Senator Brewsrer. Is it not true that one of the principal prob- 
lems is that the British were acquiring their oil at 50 cents a barrel 
for all of their defense establishments and the Iranians were anxious 
to find out about that and could not and that was the very substantial 
item that was in dispute, and I assume still is in dispute? The British 
refusal to permit the Iranians to see their books was an item? 

Mr. McGuer. Yes, sir; that is one of the points they raised with 
the British. 

Senator Green. Is there any danger that the Iranians will regard 
our interference as taking part with the British against them ? 

Mr. McGuer. Senator Green, we have attempted to keep ourselves 
free from that complaint at all times. 

Senator Green. There have been public demonstrations against 
America there? 

Mr. McGuee. Only occasionally and those that did occur were com- 
pletely Communist inspired. I am advised that our prestige in Iran 
is higher than it has been in recent times, as a result of the role we 
have “played. 

Senator Brewster. The thing that I feel quite strongly, as you 
know—and we discussed it in the Middle East Committee with Sen- 
ator Gillette before—is that if Mr. Harriman uses American aid as 
a means of solving the British-Iranian problem, it seems to be an 
utterly unjustified imposition on the taxpayer in the light of that 
fact. 

Senator Green. You have made the point very clear. 

Senator Brewster. That letter to which I referred from Mr. Dick- 
ens, United States Treasury representative in London, I would like 
to offer for the record. It speaks for itself. 

May it go in the record at the point where I offered it? 

Senator Green (acting chairman). Without objection, it will be 
included in the record as requested. 

Senator Brewster. OCI's program contemplates about $690 mil- 
lion, altogether. I have here the volumes which I secured from one 
of their representatives, which have been very interesting to read. 
It is a very thorough-going study and analysis of the whole situation 
in the five printed volumes. 

Senator McManon. Is that a private record ¢ 
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Senator Brewster. They are available to everybody. I assume 
the State Department has copies? 

Mr. McGuer. We are fully familiar with them. 

(The letter referred to is as follows:) 


UNITED STATES OF AMERICA, 
TREASURY DEPARTMENT, 
EMBASSY OF THE UNITED STATES, 
London, England, July 23, 1951. 
The Honorable OWEN BREWSTER, 
United States Senate, Senate Office Building, 
Washington, D. C. 


My Dear Senator: When you were in my office last week discussing the 
Iranian oil problem, you asked for some data which we were not able to supply 
you at the time. I am pleased to include in this letter some of the data desired. 

The monetary measure of the effect of Anglo-Iranian Oil Co. operations in 
Iran on the United Kingdom cannot be fixed with any precision because of the 
geographically widespread activities of the Anglo-Iranian Oil Co., including sub- 
stantial oil production outside of Persia, and the probability that some of those 
activities could be maintained even without access to the Iranian production. 
An additional difficulty stems from the fact that the latest data available regard- 
ing the company’s operations over the years 1948S and 1949. 

The impact of the company’s operations on the United Kingdom are of two 
kinds, first, those on the over-all and dollar balances of payments of the United 
Kingdom and, second, the contribution of the company to the United Kingdom 
budget. I will deal with them in that order. 

First, the impact on the over-all balance of payments position results from 
the receipt in the United Kingdom of profits and taxes from the company. The 
net profit of the Anglo-Iranian Oil Co, from all its operations, after making pro- 
vision for depreciation on fixed assets, oil exploration interests and survey re- 
pairs, and before dividend distributions, amounted in 1948 and 1949 to £24,471,888 
and £18,444,209 respectively. The provision for depreciation, ete., amounted to 
£17,683,902 and £24,353,920 respectively. The net earnings are not Wholly re- 
tained currently in this country because some are undoubtedly used to finance 
capital and other expenditure elsewhere. However, to the extent that they are 
not distributed as dividends, they do add to the net worth of the company and 
to the value of United Kingdom assets abroad. 

Second, the contribution of the company to the budget of the United Kingdom 
takes the form of taxes and dividends paid to the British Treasury. Both taxes 
paid and dividends accruing to the Treasury contribute to the balance of pay- 
ments of the United Kingdom as well as to the budget. The company paid 
taxes to the United Kingdom in 1948 and 1949 amounting to £28,232,522 and 
£22.840,181, respectively. These taxes would, of course, include taxes paid on 
installations in the United Kingdom. The British Treasury received dividends 
and interest, according to official reports, amounting to £3,375,120 and £3,372,736 
respectively during the fiscal years 1948-49 and 1949-50, on holdings of the 
company’s shares and debentures carried at a cost of £5,001,000, 

The effect of the possible loss of the Iranian production on the United King- 
doni dollar balance of payments has, as you know, been estimated by the chan- 
cellor at between $300 million and $400 million, less such additional dollar 
receipts as the company might obtain through the sale of oil to its Customers 
for dollars instead of sterling. 

You asked, also, for certain trade data. Unfortunately, I find that we are not 
as well equipped as I had hoped to supply some of the trade data desired, I 
trust that you will be able to supplement those which I have been able to obtain 
by calling upon the Department of Commerce there in Washington. It is not 
possible to project for a full year the value of rubber and wool exports of Malaya 


-and Australia on the basis of the partial-year data for 1950-51, because of the 


fall of prices of those commodities this spring. 

With respect to shipments of rubber from Malaya, including re-exports of rub- 
ber imported from British Borneo and Burma but excluding re-exports from other 
sources, the following information has been supplied by the Secretariat of the 
rubber study group. 
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Value of Malayan rubber exports 


| Millions of United States dollars] 


1951 
1949 1950 (January 
to April) 


Total exports. -_- ; be dele nat eek tna e tones | 275. 646. 4 383.3 
Exports to United States ee 76.8 | 207.2 98.5 
Exports to UnitedjKingdom ; 58. 2 | 113.6 70.7 


With respect to exports of tin metal from Malaya, I have been able to obtain 
quantity data only, as follows: 


Exports of tin metal from Malaya 


[Long tons] 


| 1951 (Janu- 
| ary-April) 


Total exports 81, 805 | 21, 239 
Exports to United States : 4 . 44, 592 2, 532 
Exports to United Kingdom 3, 459 


With respect to exports of raw wool from Australia and New Zealand, the 
following figures are available here: 


Exports of raw wool from Australia 


[Millions of Australian pounds] 


July-June | July-April 
1949-50 | 1950-51 


‘Total exports gaan 310.0 | 519.6 
Exports to United States . ie f | 38.9 108. 0 
Exports to United Kingdom : be ; 114.8 158.8 


Exports of raw wool from New Zealand 


[Millions of New Zealand pounds] 


Calendar year 
| 1950 


Total exports + < Gaus - ; | 74.6 
Exports to United States ; 2 é ‘ 7 10.8 
Exports to United Kingdom - 


I trust that these data will be of some use to you. 
Very truly yours, 
Paut D. DICKENs, 
United States Treasury Representative. 

The Cratrman. May I interrupt for a question ? 

Senator Brewster. Certainly. 

The CuatrMan. Suppose the oil controversy had not come up at all 
and that Iran was still running a deficit. Is there any obligation on 
this Government to pay her deficit ? 

Mr. McGuer. Senator Connally, there is absolutely no obligation. 
It is only if we choose to in the light of our own interests. 

The CHarrman. Why should we choose to? Why should we go 
down and hunt up these countries and say “Do you have a deficit?” 
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“Yes.” “Well, here’s the money to pay it up. Don’t have a deficit. 
We want to square you up.” 

Is there an obligation on our part to do those things? 

Mr. McGuee. No, sir. You will recognize that the editorial Sena- 
tar McMahon was reading was a complaint against us for not doing 
something for Iran before. 

Senator McManon. It was an article condemning our not having 
done more to back up the Iranian economy before they had this trouble. 

I wanted to have it in the record because it is published by Life 
magazine which has 5 million readers in this country and 

What is your position on that, Mr. McGhee ? 

Mr. McGuerr. The difficulty here, Senator, is in revealing to the 
countries concerned, this detail. 

Senator Green (acting chairman). Are you finished ? 

Senator Brewster. I have one more question: How much did you 
provide for Saudi Arabia? 

Mr. MoGueer. It is a small amount. 

The CuarrMan. Are you going to give them some money, Saudi 
Arabia, with all that oil money over there? 

Mr. McGurr. We propose entirely technical assistance. 

Senator Brewster. What were the revenues of Saudi Arabia before 
the Second World War, approximately ¢ 

Mr. McGuesr. Senator, I would have to get this exact figure. 

Senator Brewster. I am not asking for that. 

Mr. McGuer. As I recall the revenues, they came principally from 
pilgrimages to Mecca and were on the order of $15 million a year. 

Senator Brewster. What are the revenues of Saudi Arabia, today ? 

Mr. McGuer. Currently, Saudi Arabia should be earning $100 mil- 
lion a year. 

Senator Brewster. And we are expected to supply them with more. 
That is an example of what seems to me to be utterly indefensible. 
Here is a country getting six times what it was getting before the war, 
out of a generous provision of American oil companies and yet we are 
to go in and give them a half million more. That is the kind of ioe 
I think will outrage the American public. 

Senator Green. That gives them technical assistance with which 
to get more. 

Senator Brewster. They do not need it. They can do it alone. 

You have displayed considerable interest in protecting the interests 
of the poor people, Senator Green. I would like to know how much 
the poor people of Arabia are getting out of this $100 million a year. 
I have read bean the gold- plated } yachts, about the bullet- -proof limou- 
sines and about all the stuff that pours in to the man who murdered 
his uncle to get the kingdom, the most olga despot in the world. 
Yet when he is getting $100 million a year, we have to give him a half 
million more. 

That is the kind of thing I think Senator Connally, of Texas, is 
indicating he does not particularly sympathize with, and I think he 
is well justified. 

Mr. McGuer. May I just make a comment on your statement ? 

Senator Brewster. Yes, sir. 

Mr. McGuee. I understand the questions in your mind behind 
what you say. 

Senator Brewster. Also the facts, I hope. 
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Mr. McGuer. It makes no sense to give large sums of money to—— 

Senator Brewster. Do you think these are small sums of ‘money ¢ 
I do not think that is small. Up in the State of Maine, a half million 
dollars is a lot of money. 

When a man has $100 million, and you give him another half million 
dollars, 1 don’t think that appeals to the people of Maine or Texas 
or Rhode Island. 

Mr. McGuer. This applies to technicians. 

Senator Brewster. Why can they not hire their technicians? 

Mr. McGuer. May I finish? 

Senator Brewster. Please do. 

Mr. McGuer. It is very difficult to get people to work for foreign 
governments. 

Senator Green. If you pay them enough they will work. 

Mr. McGueer. I assure you that is not right. We have been trying 
to get a financial adviser for the Saudi Arabian Government now for 
about a year and a half and we just succeeded in getting a man. 

Many technicians will work for the United States Government and 
go out on a mission—for example, in the case of Saudi Arabia, we al- 
ready have a few point 4 people out there—— 

Senator McManon. There are two fellows who just held up their 
hands over there who would volunteer. You did not ask them. 

Mr. McGuee (continuing). To help them develop their ground 
water resources. 

The only reason this is requested is that there is no other way to get 
actual technicians to go out there except in the employ of our Gov- 
ernment. 

Senator Brewster. Why not hire them and let them pay for them? 
You let them have nearly $100 million during the war. We allowed 
that to Saudi Arabia to preserve that concession. We did not have 
any trouble dealing with them, in loaning money or getting it back. 

I think you will do yourself, this program, and this whole $8 billion 
program a great service if a few items like that you will remove. 

One other thing I have is, how rapidly is this matter of closing the 
back door—we have heard a lot about the flanks, there, which we all 
recognize militarily, but on the map it looks as though Spain was 
the back door to the whole Mediterranean. 

How rapidly, will you tell us, Admiral, is the Spanish program 
mov ing? 

Admiral Duncan. This being a brand-new project, there is a great 
deal to be done, Senator. 

Mr. McGuer. Senator, may I just mention one point here in con- 
nection with Saudi Arabia. We and the Saudi Arabians have nego- 
tiated an agreement by which we have rights to use the Dhi thran 
Airfield. There was some feeling in the country against the granting 
of such rights. Nevertheless, the government of King Ibn-Saud 
granted the rights. 

Senator Brewster. It ought to be. That airport has been a great 
support to that country. That was perfectly worthless land converted 
into a marvelous airport. They even charge you 40 cents a gallon for 
+e in spite of the fact that it pours out of the ground at 10 cents a 
yarrel, 

Senator GREEN (acting chairman). What was your request about 
striking that part out of the record ¢ 
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Mr. McGuee. That can be done in the normal course, Senator Green. 

Senator Green (acting chairman). I thought you might agree and 
we would not have to go through it in the committee. 

Senator Carn. Can we not somehow keep the vehemence within the 
public record in order that the public will know there is an interest 
being taken in this question ? 

Senator Brewster. If this one shows its head up on the floor, it 
will be duplicated many times. 

Thank you. 

Senator GREEN (acting chairman). Senator Cain. 

Senator Brewster. I wondered, Mr. Chairman, whether or not this 
document that was marked “Confidential” would be appropriate for 
release. 

Senator Green (acting chairman). What is that document ? 

Senator Brewster. That was the one presented about this detailed 
grant. 


UNITED STATES INTERESTS IN MIDDLE EAST 


The Cuatrman. I do not admit we are under any moral or legal 
obligation, every time we find a country that is broke to go adie 
and | give them money to rebuild themselves. I do not subscribe to 
that. We do not do that in private life. 

Mr. McGuer. I fully agree with you. We are under absolutely no 
obligation, here. 

I do propose, sir, that it is in our interests that Iran be strength- 
ened. 

The Cuatmrman. Why is it in our interests / 

Mr. McGnee. May I illustrate from a conversation with General 
Evans who was until recently our military representative in Tehran. 
in speaking about how you could build a stronger military force in 
Iran, he said that the principal way you could strengthen the situa- 
tion in Iran was to give the people some confidence in their future 
through showing them that their way of life is going to be bettered. 
He said that that was more important at that juncture than increased 
military aid. 

The Cuamman. I do not agree with that. [ Deleted. } 

Senator Carn. Mr. McGhee, I am grateful to you for the informa- 
tion you have given. 

I am pleased to be in your company, Admiral Duncan. 

It is a pleasure to be with you General Arnold and General Jenkins. 
You have been extremely helpful to me in your respective countries. 

I apologize for not being here, Mr. McGhee, but I was trying to 
locate some figures in order to understand your program. 

I would like to ask you some questions directed at your program, 
and then some political questions, if you do not mind. 


Mr. McGueer. Yes, sir. 


NUMBER OF TECHNICIANS TO BE PROVIDED 


Senator Carn. Will you tell me more about the technicians and 
trainees to be provided in these several countries? I am particularly 
curious as to where you are going to get them from. 

Mr. McGuer. That is an interesting question, because the number 
in the aggregate is quite large. Some 800 technicians are proposed 
for this total program. 
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Senator Carn. Yes. I was leafing through this group and you and 
I are in agreement on the number. 

Mr. McGuer. Senator Cain, I do not pretend that this is going to 
be easy. Our efforts to acquire good technicians in quantity up to 
date have not been too successful. 

I think that derives somewhat from the uncertainty as to the future 
of this type of program. I think it also reflects the fact that Ameri- 

cans just do not like to go out in this part of the world and live under 
difficult conditions when the »y can be employed and live well here. 

I do think, however, if we address ourselves to this problem in an 

organized way, and looking in particular, I feel, to graduates from 
the land-grant colleges, that you can get young men ‘who have just 
completed their college work or a year ‘of graduate work, or maybe a 
vear or two of practical experience, to mix with a few older men, If 
they have a sense of mission and are willing to assume responsibili- 
ties, you can get the requisite number. 

Eight hundred technicians is a small number in comparison with 
the eradu: ites of our colleges all over the United States. 

The CuHairMan. We do not want to send them all away, do we? We 
want to have a few here at home. 

Mr. McGuer. Yes, sir; but in the aggregate there must be tens of 
thousands in comparison with this 800 that we mention. 

In the backstopping of the Iranian program, for example, we have 
turned this over to Utah State College, and they have found some 
very good young men and a few older men who are willing to go out 
to fran under the vill: age development program. 

Senator Cary. I wish you well, sir. 

We read rather constantly that our Government is having difficulty 
these days in securing personnel. We are in agreement on : that difli- 
culty, are we not ? 

Mr. McGuer. Yes, sir. That has been a limiting factor in many 
of our programs. 

THE TRAINEE PROGRAM 


Senator Carn. Will you tell me the difference between those you 
characterize as being technicians and those you refer to as being 
trainees ? 

Mr. McGuer. Yes, sir. The trainees are citizens of the country 
receiving aid whom we train either in this country or in third coun- 
tries. For example, in the Middle East, many of the people will be 
trained in the American University at Beirut. It is closer to them, 
is more like the conditions in their own country, and is less costly than 
bringing them to this country. 

Senator Cain. I enjoy using a pencil, although I do not always use 
it too well. 

I notice that the cost of your trainees—that is, their intended sala- 
ries—run anywhere from $500 to $5,000 a year. 

Permit me to ask why. 

Mr. McGuer. The total cost, Senator, is an average figure based on 
the cost of transporting them to the place where they will study—— 

Senator Carn. I will take as little of your time as possible, but may 
I refer you to the beginning of your figures entitled “Summary of 
Project Sheets,” which begins with Ethiopia. 
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It says, just to begin at the very first reference: “Agriculture, rural 
area development, 6 technicians, at $12,000 a year.” 

Now, these are trainees. They live in Ethiopia. 

Mr. McGuerr. Those are Americans going to Ethiopia. 

Senator Carn. These are trainees, six at $12,000, which is $2,000 a 
year. There isa uniformity about the technicians. They are all paid 
at the rate of $12,000 a year. 

Do I understand that those six trainees to be paid at the rate of 
2,000 American dollars a year are Ethiopians ¢ 

Mr. McGuer. That is correct, sir. 

Senator Carn. What is the average Ethiopian getting per year in 
American purchasing power at the present time / 

Mr. McGueer. Senator, this figure is an average figure, including 
travel, tuition, cost of books, as well as small monthly payment. 

‘The payment is a dollar a day. 

Senator Carn. $350 a year approximately for salary and the rest is 
credited to travel and education. 

Mr. McGueer. That is tuition. 

Senator Carn. Then in other instances, $365 a vear for a trainee 
is credited to his salary and four thousand and six hundred-some 
dollars are credited to books, travel, and education. We might have 
a footnote. That is what we are writing 

Mr. McGuer. The cost of bringing a man from Ethiopia to this 
country, whether by air or surface transportation, would constitute 
the bulk of that remaining figure. It is pretty hard to lower that figure. 

Senator Cary. Mr. McGhee, do 1 properly understand then that 
all of these trainees, regardless of the area, of their interest and enter- 
prise, are to be paid at the rate of $1 a day ? 

Mr. McGuer. That is correct, sir. 

Senator Carn. In all of these countries that we are discussing this 
afternoon, is that correct ? 

Mr. Lorrus. Yes, the standard varies because the transport factor 
varies, but the allowance for tuition and living cost, cigarette money 
and so on, is the same. 

Senator Carn. I did not get that interpretation from these figures. 


TECHNICIANS’ PAY AS COMPARED TO COUNTY AGENTS’ 


While I was out, Mr. McGhee, I inquired by telephone as to what 
the average annual salary was in all of these countries for county 
agricultural agents. 

I gathered from what you said this morning that with reference 
to agriculture, those Americans whom you seek to send to these coun- 
tries will be employed, from my understanding, in about the same 
way as county agricultural agents are employed 3 in this country. Is 
that a correct inter pretation! 

Mr. McGuer. I am sure that many of them will be employed for 
work requiring equal technical competence. 

Of course, people directing programs or administering them will 
probably require more experience and technical competence and will 
require a larger salary. 

Senator Cary. All your technicians get the same rate of pay which 
IS $12,000 a year. 
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Mr. McGuer. That is an average figure which has been calculated. 
In practice they will receive different amounts. 

This $12,000 includes their transportation, travel, expenses, fam- 
ilies, and all the different miscellaneous costs of their going out, and 
maintenance, as well as their salaries. 

Senator Carn. You do not mind my laboring these points a little, 
do you, because I am seriously trying to understand it. 

Mr. McGuer. Some of these questions I may have to refer to my 
assistants here. 

Senator Cary. I think this is very important because here is what 
{ have to offer to the record, that the low in this country for county 
agricultural agents is $2,400 a year. The high is $8,900 a year. The 
average 1s $4,563 a year, 

A casual study of these figures indicates that we are desirous of pay- 
ing comparable technicians considerable more money to work in 
Ethiopia than we are willing to pay them to work in the ‘United States, 
and if we draw that example to its logical conclusion, practically every 
graduate of an agricultural college in this country would immediately 
take off for Saudi Arabia. 

Mr. McGuer. Senator Cain, you recognize, of course, that in any 
comparable job, you would expect to pay more for foreign work. I 
think that is true of our business corporations. They pay more for 
people going abroad because the conditions of work are more difficult, 
et cetera. 

Senator Cain. I never have been able to understand that fully. I 
lived in foreign service for reasonable periods of time, and those were 
the only periods in my own lifetime since I left college that I was able 
to save any money. 

Mr. McGurr. but I believe you will agree it is a fact. 

Senator Cain. But I do not necessarily agree that is necessary. 

Mr. McGuee. I am advised that the average salary represented in 
this $12,000 average is $7,000. 

Senator Cain. That is the average salary ¢ 

Mr. McGuer. Yes, sir. The remainder of the $12,000 is for trans- 
portation of the man and his family, their goods and upkeep in the 
foreign country. 

Senator Carn. Let us contrast that average against the American 
average for comparable work, at least in many instances—$7,000 as 
compared to $4,563. 

Would you be able to tell us what the high salaries are, out of this 
average of $12,000, just for our information ¢ 

Mr. McGurr. The high salary to be paid in accordance with the 
standards of Foreign Service Officers, class 1, which is $12,000. There 
will be relative by few of those. 

But, Senator, I would say the differential between the $4,600 figure 
that you mentioned and the $7,000 figure would probably cor respond 
closely to the differential that a nor mal business organization would 
expect to pay for work in comparable countries as opposed to work 
in this country. 


( Additional information was supplied to the committee as follows :) 
Cost ESTIMATE Factors IN PrRoposep 1952 Pornt 4 PROGRAM 
In making estimates for the proposed 1952 point 4 program, the average cost 


per expert was figured at $11,350 in Latin America ; $12,000 in the Near East and 
Africa, and south Asia; and $13,500 in southeast Asia and the Pacific. These 
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averages were based on the following criteria : 
average salary of $8,400; (3) cost of living allowance; 


(5) allowance for dependents ; 


post differential, and transportation. 


The average cost per trainee was figured at $4,100 in Latin 
in the Near East and Africa; and $5,300 in southeast Asia and the Pacific. 


averages were based on (1) a 12-month living allowance; (2) transportation; 
(3) travel in the United States; 


(4) tuition; 


tures. The differences between regions is in transportation costs. 


Average cost per expert 


1. Annual salary 

2. Cost of living allowance 

3. Quarters allowance 

4. Transfer allowance 

5. Hardship post differential 

6. Transportation, packing, freight, ete 


Total 
s adjustment for 9 months ‘employment 


Total_... 


! One-fourth items 1, 2, 3, and 5. 


Average 


Living allowance (12 months) 
2. Transportation 
3. Excess baggage (50 pounds) 
4. Travel in United States 


j 
| 


| <ARA 


$8, 400 
1, 196 
1, 502 

51 
756 


2, 397 


cost per trainee ’* 
ARA 


2, 520 
762 
138 
300 


(1) 9 months employment ; 
(4) quarters allowances ; 
(6) transportation; and (7) the average hard- 
ship post differential. Regional differences are due primarly to the hardship 


America; $4, 


and (5) miscellaneous expendi- 


Puition 250 
6. Books and miscellaneous expenses 110 


Total aula Seine hla apiatihcn } 4, OSO 


' This figure refers to grants the full cost of which is borne by the United States. In actual fact the foreign 
government pays a part of the cost of many grants, making it possible to provide a substantially larger 
volume of training at the same cost to this country. 


Senator Carn. Mr. McGhee, I am not qualified to say, but we will 
look into the matter. 

But like many Americans, Mr. McGhee, I am terrifically concerned 
these days about the utilization of manpower. We are finding it very 
difficult to accommodate our own demands, both in the military 
services and in our domestic economy, and we ought to be most care- 
ful before we permit too many of those upon whom we rely to get out 
of this country. 

I thank you, sir, for that information. 

Senator Carn. You said a little while ago, Mr. Secretary, that the 
administration, which is our Government, was very much in ‘i athy 
with ineluding Greece and Turkey within the Atlantic Pact. Tell me 
how long has that been our Government’s position / 

Mr. McGuer. The actual position, I would judge offhand, Senator, 
was taken in the order of 2 to 3 months ago. 

Senator Cary. Can you tell us any more—completely off the record, 
should that be your wishes—about what the likelihood of approval 
among the nations would be. 

Senator Green (acting chairman). Is there any objection to having 
this exchange off the record ? 


87360—51 25 
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Senator Carn. If it would suit the Secretary’s pleasure, I should 
think it should be strictly in our executive file to be deleted with refer- 
ence to the public record. 

Mr. McGuzer. Let me give you as much as I can, Senator. 

The matter is now before the appropriate NATO organs. 

I would say as an over-all evaluation, Senator, that I am quite 
optimistic that this argument will be decided favorably to Greece 
and Turkey and in the very near future. 

Senator Carn. Mr. McGhee, do you see a tremendous contradiction 
as 1 have seen it in the last several years, that when it comes to the 
spending of money, everything is urgently required and must be obli- 
gated today. With reference to a comparable urgency for reaching 
agreements between nations, all dedicated to this thing alled col- 
lective secur ity, there is a continuing reluctance to actually get names 
on the dotted line. 

Now, do we not, just speaking as two Americans, have to reconcile 
that contradiction against the possibility of a larger conflict with the 
Communist aggressor ¢ 

Mr. McGuee. Senator, of course the obtaining of decisions by one 
government and its translating them into effective action is a little 
simpler problem than getting concurrent decisions by 12 governments 
and translating that into effective action. 

Senator Carn. I have an inclination to oversimplify some of these 
problems because I do not sit in your seat of responsibility, but I want 
to ask you about this: 

Recognizing the difficulty of getting 12 nations to agree to include 
Greece and T urkey, why has not the United States, out of its own sel- 
fish self-interest reached unilateral agreements with both Greece and 
Turkey and perhaps Iran to stabilize that area of the world and to 
give us a protected eastern flank of the Mediterranean which today we 
do not have ? 

Mr. McGuer. I should probably refer this to Admiral Duncan, but 
I would like to make a brief reply. 

May I first state this, because I have lived With this problem for a 
long time: The basic consideration here has a very simple and direct 
answer. 

This Government, as you know, undertook mutual defensive ar- 
rangements for the first time in its entry into the North Atlantic 
Treaty Organization. 

( Deleted.) 

Senator Carn. I speak very forcefully on this subject and I don’t like 
to impose upon the time of the committee, though to me this is one 
of the great questions on the face of the earth. 


IMPORTANCE OF GREECE AND TURKEY IN NATO 


I feel so strongly about it that when the troops-to-Europe question 
was before the Senate some months ago, and I had a considerable 
sympathy for commiting American forces to E “urope, I voted “no,” 
and stated that until we recognize that every nation in and around 
the Mediterranean that w anted to fight to protect itself and wanted 
to join with us, that until they were t: aken in, I thought it was a totally 
incomprehensible and lopsided program and the best. w ay to encour- 
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age them to get in was to have some members of the legislative body 
so express themselves. . 

You know there is a depth of sincerity in my part that 1s very 
keen. 

( Deleted.) 

Time is going. Let me ask the generals two or three questions: I 
thought in an abbreviated and inadequate study of Greece and Turkey 
a year ago that there were three problems which confronted those two 
countries then and they were these: One was a military mission in each 
country, which I thought too small. Secondly, there appeared to be a 
lack of authority vested in the head of the military mission to requisi- 
tion equipment from this country to fill the needs of the country in 
question when the head of the mission was completely satisfied that 
there were enough trained, native population to use the equipment 
properly. And thirdly, it appeared to me that requisitions were much 
too long in being processed. I would appreciate it if Generals Arnold 
and Jenkins would address themselves to that question. 


MILITARY MISSIONS IN GREECE AND ITALY 


General ArNoLp. As to the first part of your question, the military 
mission in Turkey has been increased to a total of 975 persons. 

Senator Carn. Is that not approximately twice what it was a year 
ago ¢ 

General ArnoLp. Yes; that is correct. 

Senator Carn. I am delighted to hear it. 

General Arnotp. I have 293 officers, 6 warrant officers, 416 enlisted 
men, and 160 civilian technicians. 

We have broadened our sphere in the training field. [ Deleted. ] 


PROCUREMENT AUTHORIZATIONS AND DELIVERY LAGS 


As to the other parts of your question, I think we do have a con- 
siderable field in what we recommend shall be delivered to these par- 
ticular countries. I think we are practically supreme in that, insofar 
as the money or funds will permit. There has been nothing happening 
since I have been in Turkey that I have been turned down on by the 
Department, within the funds that I have been allocated. 

Now as to the time of delivery, it is slow, but that is because we 
have taken on quite a few obligations. For example the Korean situa- 
tion slowed us down immeasurably and we have been assured that 
shortly we will have the materials rolling out very quickly. 

Senator Carn. May I ask part of that question in this fashion: 
Are you having matériel delivered to you in instances where you 
must put it in storehouses because you are not yet in a position to have 
trained Turks to use it? 

General Arnop. No. 

Senator Carn. That problem no longer exists ? 

General Arnotp. That problem no longer exists because our schools 
have continued to function and we have our shops working much 
better, we have the Turks with a much better appreciation of their 
equipment and understanding of it. That problem still exists to some 
extent, but in no major factor. 
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Senator Cary. That information is going to be very reassuring and 
very comforting to a lot of serious-minded people on this particular 
problem. 

General Jenkins, would you give me your view of my observations / 

General Jenkins. Senator, you will remember when you visited us 
that we had just completed a scale-down in our strength. For exam- 
ple, I had 196 officers at one time. That was during the fighting in 
Greece. Peace had been restored to Greece and our commitments in 
Greece at that time were based on the scale-down of the Greek Army 
to a peacetime strength, which was quite low. 

We had recommended to the Joint Chiefs of Staff and they had 
approved, this scale-down, and we had reached the low ceiling of 
80 officers, for example, on the Army side, at the time of your visit. 

Unfortunately, at the same time of reaching our new minimum 
strength, Korea hit us full in the face and the Greek Army could not 
complete its demobilization. Instead, it had to go back up in 
strength. 

As a result of that, subsequent to your departure, the Joint Chiefs 
of Staff granted my request to increase the mission back to a strength 
comparable to its new task. At the time you were there it was diffi- 
cult because we were going up and did not have the personnel. That 
situation was solved within a brief period of time after your departure. 

Senator Carn. That indicates real progress is being made within 
your two countries. 


REQUISITION OF PERSONNEL FOR MILITARY MISSIONS 


I have one other question: Each mission has its authorized table of 


organization; is that correct ? 

General Arnotp. Yes, sir. 

Senator Carn. How do you requisition officers and men against 
that T/O? 

General Arnotp. There are two parts of the problem, sir. If I 
have a situation develop in Turkey where I feel I need more help 
or more personnel in my mission, I send a message to the De- 
partment of Defense stating the fact that my boss out there, the 
Ambassador, concurs in my request. That would apply to the Army, 
Air, and Navy. That is then processed here through the State De- 
partment, I believe, and with the Ambassador’s concurrence it is 
generally worked on very quickly. It then goes to the office of the 
Secretary of Defense, and so far, I have not been turned down on a 
single request. . 

Then my table is amended to permit this and then I requisition, 
based on the approval of my request. 

Senator Cary. That is good news indeed, but let me ask you why it 
should be necessary after a mission has been given a table of or ‘gani- 
zation—which I assume means that the country in which the mission 
is located has been conferred with and agrees w ith this table of organi- 
zation—should there be any processing of those requisitions through 
any source other than a direct channel from the chief of mission to 
the Department of the Army? 

General Duncan. There isn’t, sir. I think you misunderstood the 
general. Hé was talking about increases in tables of organization. 

Senator Carn. With regard to your own tables of organization you 
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can requisition against it direct to the Department of the Army or 
Navy or Air Force? 

General Arnotp. There is no question about that at all, sir. 

Senator Carn. That is a first-rate improvement. Those conditions 
were better in Greece and Turkey, I believe, anyway, because your 
programs began several years before the establishment of NATO. 

General Arnot. Title II works directly with the Departments 
and title I has to go through a coordinating headquarters in London, 
I believe. 

Senator Carn. It starts out there and many times it is heard from 
again and sometimes it is not heard from for months and we might 
just as well eliminate those conflicts, if we can. [ Deleted. | 


QUATATY OF TURKISH SPIRIT AND MORALE 


I wanted to read you this, if the chairman will still permit me, 
because this is the substance of what I am trying to drive at. 

Following my return from a thoughtful visit—or I tried to be 
thoughtful, anyway—lI tried to commit my views to paper and see 
what time was going to do with them, and here is one paragraph: 

I think it is fair to say that Turkey in recent years has done more for itself 
in supporting and building a western way of life than any other nation in the 
world and in consequence Turkey is both sensitive about and proud of her 
accomplishments. She considers that she has come of age. This means to her 
that she has a right to work and fight with others for the preservation of west- 
ern civilization. She is beginning to feel and feel strongly—— 
and this was a year ago 
that the Atlantic Pact nations do not yet consider her to be an equal. 

To me, that is an imperative reason for taking her within the orbits 
of all of the nations that are concerned with collectively making our 
western civilization secure. 

Do you feel strongly as I do, Admiral ? 

Admiral Duncan. I think that statement was very true, once, 
Senator. [| Deleted. | 

Senator Carn. That is one side of the story, Admiral, but I know 
you will agree with me in this: Korea was a new situation in terms of 
collective security, and some of our friends, without any prejudice at 
all, in NATO, have not yet, 13 months after it begun, found it possible 
to be interested in it. "The Turks became interested in it at a very 
early stage. And because, sir—I know what I am talking about, 
because I had the rare American privilege of conferring with the 
Chief of Staff and the Foreign Minister and others—primarily the 
Turks entered the war in Korea to prove to those nations who were 
reluctant to take her into Atlantic Pact membership, that she was a 
full-grown sovereign nation in every sense of the word, and because 
the Turks have been in Korea so long, the sensitiveness to which I 
referred as being present a year ago has been increased—at least, 
General Arnold, among those Turkish representatives whom I know 
in this country. [ Deleted. ] 

The Turks have the greatest possible respect for the United States 
of America and they have through that respect a willingness to work 
with anybody else, even though they are not harmoniously in tune with 
certain of our other allies. 
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Admiral Duncan. I don’t think anyone who has ever stepped out 
and spoken the traditional greeting to the troops and heard their an- 
swer would ever have any doubt about that. 

Senator Carn. No, sir. 

I have never forgotten going around and watching young Turks 
at their work and as s conscripts and soon. They were among actually 
the few soldiers I have ever known in the w orld who, when you passed 
down, looked you right smack in the eye. They fear no man and 
no creed and respect only their own. With our own concept of free- 
dom, we necessarily like to push for them whenever we can, sir. 


AID AND COUNTERPART FUNDS 


Mr. Ambassador, one or two brief questions, please: Do I under- 
stand in your intended programs, you will turn the equipment in ques- 
tion over to the Government of the country concerned, and then that 
Government will either rent or sell the equipment to property owners 
situated throughout the country ? 

Mr. McGuer. It will be carried out in the same way ECA pro- 
grams generally have been carried out. It will involve the local gov- 
ernments performing the actual operations but under conditions con- 
trolled by our mission, so that assurance can be obtained that the 
equipment is used for the purposes intended and that the counter- 
part is collected and also utilized for agreed purposes. 

Senator Carn. Well, we put up the. money and then the program 
from the time we originate it, is more than self-liquidating, as con- 
cerns the government to which we give the equipment; is that cor- 
rect ¢ 

Mr. McGuer. That is correct, sir; in that they derive a net return 
from the sale of the equipment. 

Senator Carn. We put up the equipment and spend the money for 
it because we think it is in our own best interests, from your point of 
view, so to do. But once we have appropriated the moneys, that is 
over and done with. The net return on the investment in terms of 
currency accrues to the government which is our beneficiary ? 

Mr. McGuer. That is correct, but in the case of a grant that fund 
has to be put aside into a special fund, as you are familiar with in 
other countries, and can only be spent for purposes agreed between 
our mission and the local government. 

Senator Cary. Mr. Chairman, I have been very appreciative of the 
time you have permitted me and I have taken quite a lot of time, but 
the thought I want to leave for myself in the record is that what 
our world as I view it needs today more than anything else is brains 
and that we should not rely on, in the future, as much. as we have in 
the past, making security a fact through trying to buy it. I think 
it has failed in instances in the past and is foredoomed to failure in 
the future. 

In a word, if all the free nations about which we are talking will 
get themselves together collectively and say to the enemy and mean 

it “We seek trouble with no one, but if we encounter trouble, we are 
going to crush it and no monkey business about it,” then we will have 
peace. 
I am privileged to have been in your company this afternoon. 
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THE PALESTINE REFUGEE PROGRAM 


Senator Green (acting chairman). As you will recall, Senator Gil- 
lette had certain questions which he left with me to ask you and I will 
read them. I will leave it to you to decide which of you shall answer 
them: 

1. The proposed Palestine refugee relief program was scheduled to run until 
July 1, 1951. How long will it take to liquidate the refugee problem? 

Mr. McGuee. Senator Green, it is difficult to make an estimate. 
The UN group who looked into this problem estimated it would take 
from 3 to 5 years, assuming the Arab States cooperated and the funds 
were available. I would say that the bulk of the program should be 
completed within 3 years, although some might hang on for 5 years. 

Senator Green. From the time it started ‘ 

Mr. McGuer. Yes, sir. 

Senator GREEN (reading) : 

2. Last year when the Congress authorized funds for contribution to the UN 
program, it was envisaged that arrangements would be concluded with near 
eastern governments to provide that those governments should assume respon- 
sibility for the maintenance of refugees within their borders. Have such arrange- 
ments been made, and are those near eastern governments shouldering their 
responsibility for the refugees? 

Mr. McGueer. Senator Green, it was not envisaged last year that 
the local countries in the Middle East wherein the refugees resided 
could assume financial responsibility for the maintenance of the refu- 
gees. It was anticipated they would actually participate in the ad- 
ministration of the UN program but it would be financed out of the 
UN funds of which we paid a considerable part. 

The new program does not envisage either that they assume com- 
plete responsibility, although these countries do make sizable contri- 
butions from their own budgets and own limited resources to the 
upkeep of the refugees. 

Senator GREEN (reading) : 

3. It was also contemplated last year when the program was before the Con- 
gress that constructive work opportunities would be provided for the refugees to 
offset the demoralizing effects of unemployment. What examples of specific 
opportunities are available to indicate that effective use is being made of this 
important source of manpower? 

Mr. McGuer.. Considerable employment opportunities were af- 
forded particularly in Jordan. One might cite the building of roads 
and reforestation projects as being typical projects in which the 
refugees engaged. 

Unfortunately this was never undertaken on a large scale for the 
reason that sufficient funds were just not available. Work relief is 
much more expensive than is straight relief. It was not possible in 
view of the limitation of funds to put a large number of men on work 
relief. 

Senator Green. I might ask a question of my own here and that is 
this: Is it not also true that most of the refugees or at least many of 
the refugees did not wish to settle in a new country / 

Mr. McGueer. Very little opportunity has been afforded for settle- 
ment up to now. I would estimate 150,000 refugees have settled in 
Jordan, but that is the practical limit of the settlement opportunities 
that have been afforded up until this time. I am confident if there 
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were more opportunities available there would be ample numbers of 
refugees ready to take those opportunities. 


FUNDS FOR PALESTINE REFUGEES 












Senator GREEN (reading) : 


4. Twenty-two million dollars was expected to be contributed to the UN pro 
gram by other interested governments. How much has actually been made avail 
able, and what portion remains unaccounted for? 

Mr. McGuer. I will provide those figures in just a moment. 

The figure, I am informed, Senator Green, is $16 million, which was 
actually received. 

(The following additional information was supplied to the com- 
mittee :) 


ADDITIONAL FUNDS FOR PALESTINE 





















To this may be added $1,326,720 for contributions in kind, $2,800,000 represent- 
ing an interest-free loan from the United Kingdom to Jordan for refugee resettle- 
ment, $2,800,000 received from the IRO on loan, which may not be repayable. 
Substantial gifts for relief have been made by the Pontifical Mission and the 
Lutheran World Federation ($819,000 and $261,000, respectively), and a million 
and a quarter pounds of used clothing have been sent from the United States as 
well as large amounts from the United Kingdom. 

Senator Green. What portion remains unaccounted for? 

Mr. McGuer. That would leave $6 million unaccounted for, in the 
figures provided by Senator Gillette. We would actually have liked to 
have received the equivalent of our own contribution, which would 
have been $27.5 million. 

Senator Green. I will read the question over again: 


Twenty-two million dollars was expected to be contributed to the UN program 
by other interested governments. How much has actually been made available, 
and what portion remains unaccounted for? 


Mr. McGuer. To give you a frank answer, sir, we anticipated re- 
ceiving $27.5 million and we received $16 million. 


‘QUESTION OF OVERLAPPING JURISDICTION 



















Senator Green (reading) : 


5. Have the public works projects, i. e., terracing of land, development of new 
forest areas, building of essential roads, construction of irrigation and water 
supply works, been undertaken independent of point 4 programs for the area’ 
Is there overlapping of jurisdiction and authority? 

Mr. McGuer. Senator, these public works and other types of proj- 
ects which you describe were not undertaken on any scale for the 
reason that the moneys were not available. The aggregate of moneys 
spent for that purpose was only $2.5 million. 

The point 4 program is just now getting underway in these countries 
and so since the work program has terminated, you can be assured, 
sir, there. has been no overlap or duplication. 

Senator Green (acting chairman). Thank you very much. 

Senator Connally, have you any questions 4 

The Cuatrman. I had some and asked them earlier. 

The committee does not want to meet tomorrow, as I understand it. 

Senator Green. We have concluded, today. As I understand, the 
next meeting will be Monday at 10: 30? 



































h was 


com- 


resent 

Settle 
ivable. 
nd the 
nillion 
ites as 


in the 
red to 
vould 


ogram 
ilable, 


d re- 


f new 
water 
area ? 


pro}j- 
r the 
oneys 


itries 
ured, 


MUTUAL SECURITY ACT OF 1951 


The Cuarrman. That is right. 

Senator Carn. Mr. Chairman, may I direct one question to the 
military side: 

During the course of this day, have you gentlemen thought of any 
items of recommendation you would like to make to the committee, 
other than the comments you have offered ¢ 

General Arnotp. No, sir, I would only repeat I think that the pro- 
gram as far as Turkey is concerned is ample and it can be utilized 
properly. 

Senator Carn. General Jenkins, you feel about the same way, sir? 
You need more artillery if you can get it, but that is somewhere in the 
future. 

General Jenkins. The program I have proposed for Greece, in my 
opinion, is a must. 

Senator Green (acting chairman). Thank you very much for your 
help, gentlemen. 

(Whereupon, at 5:20 p. m., the committee recessed to reconvene at 
10 :30 a. m., Monday, August 6, 1951.) 
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MONDAY, AUGUST 6, 1951 
Untrep Sratres SENATE, 
CoMMITTEE ON Foreign RELATIONS, 
COMMITTEE ON THE ARMED SERVICES, 
Washington, BiG, 


EXECUTIVE SESSION 


The committee met, pursuant to adjournment on Friday, August 
3, 1951, in the Foreign Relations Committee room, United States 
Capitol, at 10:30 a. m., Senator Tom Connally, chairman of the For- 
eign Relations Committee, presiding. 

Present from the Foreign Relations Committee: Senators Con- 
nally (chairman), George, Green, McMahon, Gillette, Sparkman, 
Wiley, Smith of New Jersey, Hickenlooper, Lodge, and Brewster. 

Present from the Armed Services Committee: Senators Hunt and 
Knowland. 

Also present: Senator Kerr; Kenneth R. Iverson, president, Insti- 
tute for Inter-American Affairs; Horace C. Holmes, chief agricul- 
turist (India), United States Department of Agriculture, Technical 
Cooperation Administration; Marcus J. Gordon, executive director, 
TCA; E. Reeseman Fryer, Chief, Division of Health, Education, and 
Manpower; and John A. Loftus, NEA, Department of State. 

(Senator Byrd, acting chairman of the Committee on Armed 
Services during the absence from Washington of Senator Russell, 
was absent, presiding as acting chairman at a previously scheduled 
meeting of the Senate Committee on Finance.) 

The CuarrmMan. Come to order. 

Among the witnesses today is Dr. Henry C. Bennett, Administrator, 
Technical Cooperation Administration, 

We will not call him now, but Senator Kerr is present, and we are 
glad to have him. He wants to make some comment about Dr. 
Bennett. 


STATEMENT OF HON. ROBERT S. KERR, A UNITED STATES SENATOR 
FROM THE STATE OF OKLAHOMA 


Senator Kerr. Mr. Chairman and members of the committee, Dr. 
Bennett for 24 years has been president of Oklahoma A. and M. 
College, which is Oklahoma’s land-grant college. 

The CuarrMan. That is at Norman? 

Senator Kerr. It is at Stillwater. The university is at Norman. 

I would say Dr. Bennett is probably the greatest Oklahoman that 
Arkansas ever produced. 
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He was born and reared in western Arkansas and was among those 
who came over before statehood and helped create the State of Okla- 
homa and has been its greatest educator since it was created. 

I just wanted to appear here and say this word to this joint com- 
mittee: He is one of the ablest, wisest, most distinguished citizens of 
our State, and I commend him to you for his sound common sense 
and for his absolute dependability and fidelity to the task that is 
assigned him. 

He will be before you in a little while, and I wanted to say those 
words about my fellow Oklahoman and my friend. 

Senator Hunt asked me if I would say anything about basketball 
teams. I would say this is purely secondary in curriculum at Okla- 
homa A, and M. College. 

Actually, if you go into the realm of athletics, there was one year in 
which Oklahoma A, and M. College had the national collegiate cham- 
pions in wrestling, basketball, and football. If you want to get into 
the realm of athletics, his school has produced more national champion 
athletes than any other college in America. 

The Cuatrman. Have any of them been expelled ? 

Senator Kerr. No; I will say about that, Mr. Chairman, that down 
there the educators take the responsibility for the educational and 
the athletic program and do not leave it to the students nor make the 
students the go-between when some mistake which they have made 
backfires. 

The Cuarrman. All right. Thank you, Senator Kerr. 

Senator Kerr. Thank you very much, Mr. Chairman. 

The CHamman. We have hearings this morning that relate pri- 
marily to South and Central America. 

We have Mr. Miller here, Assistant Secretary of State. 
All right, Mr. Miller. 








































































STATEMENT OF EDWARD G. MILLER, JR., ASSISTANT SECRETARY 
OF STATE FOR INTER-AMERICAN AFFAIRS 


The Cuairman. We have your subject, General Political Situation. 
We do not know whether that is South America or here at home. 
We believe in States’ rights. You had better stay out of my State. 
You may proceed, Mr. Miller. 

Mr. Mitier. Senator, I am appearing’ this morning in connection 
with title IV of the mutual-security bill. 

I have a formal statement which I shall offer for the record, and 
I will not bother the committee to read it. 

Appearing with me is Lt. Gen, Charles Belté, Deputy Chief of Staff 
and Dr. Bennett. 

Senator Green. I think it would be a good idea if Mr. Miller did 
read it, in case we care to ask questions about it. 

Mr. Miter. I was going to make a statement for the record based 
upon this statement, Senator Green, which would not take as much 
time. 

Senator Green. Just as you like. 
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(The statement referred to is as follows :) 


STATEMENT OF Hon. EpwWArp G. MILLER, JR. 


I am Edward G, Miller, Jr., Assistant Secretary of State for Inter-American 
Affairs. I am here to testify in support of the President’s request for 
$62,000,000 for the mutual security program for Latin America in fiscal year 
1952. Here with me are General Boite from the Department of Defense who 
will give you the details of the $40,000,000 military grant aid program and 
Dr. Bennett, Administrator of the Technical Cooperation Administration, who 
is prepared to discuss the request for $22,000,000 for bilateral and multilateral 
technical cooperation programs. I would like to make a few over-all remarks 
on our relations with Latin America and outline briefly the reasons for the 
mutual security program for Latin America. 

I believe as members of these two committees you are very familiar with 
our relations with Latin America and are well aware of the importance of 
Latin America to the United States. We have considered it of the utmost 
importance, because of the situation facing the free word, to maintain and 
strengthen those relations. I believe that we achieved very good results toward 
that end at the recent Washington meeting of consultation of foreign min- 
isters. The American Republics agreed to take steps to meet the threat of 
international communism to the internal and external security of the hemi- 
sphere. They also agreed to do everything possible to increase the production 
and processing of strategic materials required for the defense effort, for essen- 
tial civilian needs, and, in underdeveloped countries, for economic development. 
We are cooperat.ig actively with the other American Republics in studying 
and working out solutions to raw material, transporrtation, and other problems 
which will arise in our efforts to promote the security of the free world. 

I am sure you are well aware of the importance of Latin America as a 
source of the strategic and critical materials upon which the defense effort 
of this Nation depends. The major share of some 20 of our stockpile items 
is supplied by Latin America. We also have large private investments in Latin 
America amounting in 1950 to about $6,000,000,000. In comparison our invest- 
ments outside the hemishpere are about $7,000,000,000. Our trade with Latin 
America is equally as important. In 1950 we sold some $2,500,000,000 worth of 
goods to our neighbors to the south, or about 27 percent of all of our exports. 

I do not intend to overemphasize the importance of our relations with Latin 
America or to dwell upon the close identity of interest and cooperation with 
the other American Republics, but I do think these relations should be kept in 
mind in considering the mutual security programs for Latin America which 
I shall now discuss, 

General Bolte is here to discuss the military reasons for the request for 
$40,000,000 of military grant aid. In the face of the increasing menace of 
Comnmnist-inspired aggression, I believe that these military considerations 
are of the utmost importance. From the foreign-relations point of view and 
from the viewpoint of our traditional policy of inter-American cooperation, 
the Department of State fully supports the President's request of this military 
grant aid program. 

I do not minimize in any sense the spirit of inter-American cooperation when 
I say that a variety of circumstances has kept our cooperation in collective 
actions of a strictly military nature from achieving full fruition. The con- 
tributions of Brazil and Mexico during the Second World War are well known. 
However, there are and there continue to be limitations upon the ability of 
many of these countries to joint in effective collective military action. Assist- 
ance from the United States will help to overcome obstacles which have existed, 
and will increase the total capacity of the free world to resist aggression. 

All the American Republics are members of the United Nations. Their 
solidarity with the nations of the free world on issues important to the main- 
tenance of freedom against aggression has been frequently expressed. The 
Inter-American Treaty of Reciprocal Assistance provides the treaty frame- 
work for action on a regional basis for collective self-defense against armed 
attack and for taking the measures necessary to meet other forms of aggression 
or the threat of aggression against the American Continents. In the recently 
concluded Washington meeting, the foreign ministers took steps to place the 
orientation of their military preparatious directly within the collective-defense 
principles of the Rio treaty, and thus away from traditional and more limited 
concepts. They recommended that these preparations be directed toward in- 
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creasing those resources and strengthening those armed forces best adapted 
to the collective defense. They recommended full cooperation in military 
matters in order to develop collective defense. Although this inter-American 
military policy is clearly implied in the terms of the Rio treaty, as well as in 
the action which led to the adoption of the instrument, I believe this is the 
first time that it has been so clearly and explicity stated by the foreign minis- 
ters of their governments. It establishes a firm-policy basis for inter-American 
military cooperation into which this program would fit. 

The Foreign Ministers also directed the Inter-American Defense Board to de 
the planning necessary to insure that the collective military strength is em- 
ployed in the manner best calculated to achieve collective defense. This plan- 
ning is being actively carried out by that body. 

The military aid proposal will strengthen the capacity of countries which 
agree to perform specific tasks in conformity with general defense plans de- 
veloped through the inter-American Defense Board. The agreement of the 
country concerned is indispensable, but I am confident that the present condi- 
tion of inter-American solidarity is such that agreement will be reached. 

The economic strength of the hemisphere is as vitally important as the 
military. Very serious consideration has been and is being given to the impact of 
the total Mutual Security Program as well as our other defense efforts on the 
economy of the United States. We recognize very clearly the interrelation- 
ship between economic and military strength and appreciate the fact that 
adequate and effective military defenses can only be built upon a sound and 
healthy economy. That is why I believe it is essential to couple our military 
program for Latin America with a continuation and expansion of our technical 
cooperation programs. I strongly urge approval of the request of $22,000,000 
for bilateral and multilateral technical cooperation programs for fiscal year 1952. 

If our neighbors in Latin America are to have security from both internal 
unrest and external aggression ways must be found to provide adequate food, 
increase the supply of trained workers, and reduce illiteracy and the incidence 
of disease. In addition, if they are to produce the many materials which are 
needed by the free world, the economic productivity of their population must 
be increased. Even without the strain of the present emergency, many of them 
were faced with the problems of inadequate food supply, poverty, sickness and 
illiteracy—conditions which are exploited by extreme nationalists, Communists, 
and others who desire to fan anti-United States sentiment. The present emer- 
gency only aggravates that situation. I believe at the same time our sister 
republics are making an effort to contribute effectively to the defense of the 
hemisphere, we should make a greater effort to help them realize their aspirations 
for greater economic and social progress. It is the constructive way to build a 
free and democratic society. 

There has been a certain amount of disappointment expressed both in Latin- 
America and on the part of citizens of this country interested in Latin America 
that only three-fourths of 1 percent of the funds requested in the pending bill 
are allocated to Latin America. This criticism overlooks the fact that we ex- 
pect a substantial part of the job of economic development in Latin America to 
be done by private capital. I think that the amount of private investment in 
Latin America to which I have already referred would justify that expecta- 
tion. In addition, to the extent that public financing is necessary for par- 
ticular development projects in Latin America, the facilities of the Export- 
Import Bank and the International Bank for Reconstruction and Development 
are available. Our Government made a substantial contribution to the Interna- 
tional Bank. The Export-Import Bank has uncommitted funds on hand in 
excess of one-half billion dollars and the President has requested that the 
Congress increase the Bank’s lending authority by $1 billion. Latin-American 
countries are also in an improved financial position as a result of higher prices 
for their commodities. 

We are, however, requesting increased funds for the technical cooperation 
programs. Neither private capital or the public lending institutions are in a 
position to supply fully the great need to improve agriculture, health, and edu- 
eation. There has been some concern that our economie programs are not bene- 
fiting the individual citizens in the countries with which we are cooperating. 
I don’t believe there is any doubt that the technical cooperation programs we 
have been carrying out in Latin America for the last 10 years have reached 
down to the individual to improve his economic well-being. I say that with 
all assurance because the technicians we have sent to America have learned 
and lived with the farmers, nurses, doctors, and teachers. They have learned 
to understand the problems of Latin America—they have become ambassadors 
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of good will in every sense of the word. Our technical cooperation programs 
have demonstrated to the individual Latin American that the United States has 
a very deep and abiding interest in his welfare and that we are not there to 
exploit as the Communists would have him believe but that we are there to 
help him in his quest for a better life. These programs have thus proved to 
be a very effective part of our foreign policy. The $22,000,000 we are re- 
questing for technical cooperation programs along with the funds that we ex- 
pect to be available through private investment and public lending institutions 
will endble us to carry forward a vigorous and comprehensive program of 
economic development consistent with our national self-interest and the deep 
friendship which the people of this country have for our neighbors to the south. 

Dr. Bennett will present a more detailed justification for the technical co- 
operation program. I should only like to point out that most of the funds 
requested are for personal services and the training of Latin Americans in the 
United States. Less than one-third of the bilateral program is intended to be 
used for supplies, materials, or operating funds. It should also be noted that 
our sister republics have been more than “pulling their own weight.” In fiscal 
year 1950, for example, they matched each dollar of our funds with about $3 
of their own. We expect a similar or even greater ratio of contributions from 
them in the next fiscal year. In addition to proposing a program in which we 
believe the other American Republics can cooperate financially, we have included 
in the program over $1,500,000 intended to contribute directly to increasing the 
supply of critical materials. A part of the agriculture program is also intended 
to increase the production of commodities which we need for our own economy 
as well as to help meet the food requirements of Latin America. The entire 
program is intended to contribute directly to or support our mutual security 
effort. 

I want to finish with a word about the multilateral contributions of $4,000,000 
included in the program for Latin America. The programs of the United Nations 
and the Organization of American States, can make an effective contribution in 
Latin America in concert with the bilateral program. They are effective demon- 
strations of what can be achieved by free nations working together. Other 
witnesses will discuss the United Nations program with you. In respect of the 
program of the Organization of American States, it is filling a very definite need 
and supplements the United Nations and bilateral programs. It is directed 
primarily toward strengthening the existing training institutions in Latin 
America. 

This program, to which it is proposed we contribute $1,000,000 in fiscal year 
1952, has just begun. We expect that the Latin-American countries will also 
make a substantial contribution in addition to financing all of the local césts 
of the program. The program is attacking such regional problems as the train- 
ing of personnel and the development of plans for the control of hoof-and-mouth 
disease and the training of agricultural extension workers. 

The $62,000,000 mutual security program for Latin America is small in rela- 
tion to the total program. It will permit us to continue our efforts to help build 
the economic, political, and military strength of the hemisphere. It is vital to 
the security of the hemisphere and the strength of the free world. 


Mr. Mirier. Senator, in title TV, the administration is requesting 
a total of $62 million assistance for Latin America. That is approx- 
imately three-fourths of 1 percent of the total amount requested in 
the bill. 

Forty million dollars of the sixty-two million dollars is for military 
eooperation ; $22 million is for technical cooperation. ; 

I think we could go into the military part of it first. We could 
then have General Bolte explain the program in slightly greater de- 
tail, have questioning on the military side, and then move over to 
the technical cooperation. 


MILITARY COOPERATION IN WESTERN HEMISPHERE 


There has been no authority in the executive branch to turn over 
military equipment to Latin-American countries since the expiration 
of the lend-lease bill and the war surplus disposal legislation, except 
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for the provisions of the mutual defense assistance legislation which 
authorizes the military to turn over equipment on a reimbursable 
basis to Latin-American countries. 

The basis of our cooperation in the military field with Latin 
America is the Inter-American Treaty of Reciprocal Assistance, 
which contains provisions similar to those of the North Atlantic 
Treaty with regard to military cooperation. In substance, the, Treaty 
of Rio de Janeiro regards an attack on one as an attack on all. 

At the meeting of foreign ministers of the American Republics 
last winter, the ground work was laid for a common defense scheme 
in this hemisphere which, for the first time, introduces the concept 
that the armed forces of each country in the hemisphere shall 
kept in readiness for use in the interests of the common defense rather 
than in the strictly national interest. 

I believe that we have four primary objectives in connection with 
Latin America in the military field. One is to secure the sources of 
strategic materials, such as the petroleum fields of Venezuela, the 
tin mines of Bolivia, and the copper mines in Chile; secondly, to keep 
open the lines of access to those strategic materials; third, to have the 
armed forces of those countries in readiness to keep the strategic areas 
defensible from small air and submarine raids from abroad; and 
fourth, to reduce the call upon our own Armed Forces for the defense 
of those areas. 

During World War II, approximately 100,000 members of our 
Armed Forces were required to be stationed in Latin America. 

The objective of our present program, as General Bolte will tell 
you, is to reduce the call upon our Armed Forces required to be 
stationed in Latin America in World War II. 

Senator Green. What became of those 100,000 ground forces? 

General Borrr. I can show that on a chart. 

Senator Green. You may do that later. 

The Cuarrman. Are there any questions ? 

Senator Grorce. Who is going to administer the military side of it ? 

Mr. Miniter. The Department of Defense. 


MILITARY ASSISTANCE TO LATIN AMERICA 


I may say, Senator George, that we do not propose, necessarily, that 
every country in Latin America will be a recipient of assistance of this 
kind because of the fact that emphasis will be laid, in connection with 
this program, on the reservicing of equipment that is already there. 

Furthermore, no equipment will be turned over to any country in 
Latin America under this program except pursuant to bilateral agree- 
ments which will be negotiated with each recipient country under 
which they will be 1 equired to commit themselves to using the equip- 
ment only in connection with the specific defense tasks that they will 
be assigned pursuant to the planning in the Inter-American Defense 
Board. 

Senator Smirn of New Jersey. How will we be protected against 
their using this equipment in a row amongst themselves ? 

For instance, Bolivia and Peru. 

Mr. Minter. Senator Smith, that is a risk admittedly. 

In the first place, there are armed forces in those countries any- 
way. The equipment we are going to be turning over to them under 





hich 
sable 


satin 
ince, 
intic 
‘eaty 


blics 


1eme 


1 be 


ther 


with 
's of 

the 
keep 
» the 
reas 
and 
ense 


our 


tell 
» be 


that 
this 
vith 
y in 
ree- 
ider 
uip- 
will 
pense 


inst 


MUTUAL SECURITY ACT OF 1951 395 


this program will be designed primarily for use in connection with 
specific defense schemes assigned to them pursuant to an over-all 
program. 

I do not think that equipment transferred to any Latin-American 
country under this program will tip the balance between the civilian 
and the military. 

Senator SmirH of New Jersey. Will they not all come after us for 
a share in the pot on the theory that they may have a problem of their 
own of internal self-defense against one of their neighbors?’ 

Mr. Munier. I think we will be requested by each one of these coun- 
tries to furnish equipment. 

The Cuairman. We have decided to hear all three, and then let any- 
body ask any one of them questions. I am not married to that idea, 
of course. 

Senator Loner. I would like to ask Mr. Miller a question. 

The CuatrmMan. Go ahead. 


LATIN-AMERICA’S CONTRIBUTION TO KOREA 


Senator Loner. There has been a good deal of disappointment be- 
cause at the time of the Korean aggression the Latin-American coun- 
tries—this can be off the record, if you think it is better—supplied so 
little in the way of manpower to the United Nations forces. 

What comments do you have on that ¢ 

Mr. Mitier. Senator Lodge, in a way that is the other side of the 
coin from the question Senator Smith just asked. 

I think if we look to the countries of Latin America to help us in 
connection with an operation such as Korea, then we must be prepared 
to look to the state of readiness of their armed forces. 

One of the important reasons why we have not gotten more assist- 
ance in Korea from the Latin Americas—and I agree with you that 
it has been disappointing—is that their equipment is not in such 
state as to prepare them for modern warfare. They have no other 
source of supplies. 

The CuatrMan. That is not the only reason, is it? 

Mr. Mituier. No, sir. 

Senator Lover. That is just it. As the chairman says, that is not 
the only reason. 

Certainly if they had men organized in military formation and with 
high morale and all that. you could provide them with « equipment. 
There should be the willingness to have them serve, however. Is that 
right? 

Mr. Miter. I am not here to explain away why Latin America has 
not sent more people to Korea. I must say it has been disappointing. 
There are a lot of reasons why. I think an important reason, Senator. 
is the fact that their equipment is not up to date; also we must con- 
sider the cost. 

Just take the case of the one battalion that Colombia has sent to 
Korea, and which is now there. The cost of equipping, training, trans- 
porting, and maintaining that one group of 1,000 men represents a 
very substantial part of the budget of that very small country. 

Senator Loner. Could you give us a brief statement of what the 
Latin-American nations have “done insofar as Korea is concerned 4 
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Mr. Mitier. The only country who has sent military assistance to 
Korea is Colombia. There are other countries with whom we have 
discussed it, and there are quite a few countries who have offered us 
bases or economic assistance. 

I think General Bolte has the whole story here. 

Senator Green. Are there not countries who offered to send troops 
and who were declined ? 

Mr. Miter. I do not know about that. 

The offer of volunteers was declined, I understand. 

Senator Green. Do you mean Latin-American volunteers ? 

Mr. Minter. Yes. 

Cuba has announced it would send a battalion to Korea subject to 
legislative approval. 

Senator Hunr. Mr. Chairman, since the general here seems to have 
the answers to what we are asking, I suggest he go ahead and make his 
statement, and then we will be in a position to question him. 

The Cuatrman. Mr. Miller has finished his statement, I believe. 

Mr. Mutter. That is right. 

The CuamrMan. Do you mean let the general proceed ? 

Senator Hunr. Yes. 

The Cuamrman. Very well, proceed. 


STATEMENT OF LT. GEN. CHARLES L. BOLTE, DEPUTY CHIEF OF 
STAFF FOR PLANS OFFICE, CHIEF OF STAFF, UNITED STATES 
ARMY 


General Borrr. I am Lieutenant General Bolte, Deputy Chief of 


Staff for Plans in the Army, and I am serving as Chairman of the 
Inter-American Defense Board to which Mr. Miller referred, a body 
which functions under the Organization of American States. The 
Board sits in Washington and concerns itself with developing plans 
and measures for the common defense and security of the countries 
of the Western Hemisphere, except Canada. 

I am speaking for the Department of Defense in support of the 
$40 million figure in the over-all amount which is in the bill. 

In the services and in the Department of Defense we are concerned, 
of course, about (@) measures for prevention of our getting into an- 
other war, and (2) measures for operating in a most expeditious and 
successful manner if we are forced into war again, which we certainly 
hope we shall not be. 

As. Mr. Miller said, during World War ITI we had something over 
100,000 personnel disposed in and about the countries of Central and 
South America. (Referring to exhibit U.) 

Most of them were in the Antilles and in the Panama Canal area 
and the general Caribbean area and in the Brazil and South Atlantic 
Ocean. area. This was a very substantial part of our forces, and we 
would hope that if we ever get into another conflict we could secure 
agreements from the countries of Central and South America to take 
over those tasks and perform them satisfactorily instead of using our 
own personnel. [ Deleted. ] 

I need not stress the importance of oil from Venezuela or the iron 
ore in Venezuela and Colombia, the tin from Bolivia—and copper, 
the iron ore from Chile, bauxite from the Guianas, and other such 
raw materials which are of great importance. We would like to see 
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an uninterrupted flow of those raw materials to our industry. That 
necessitates security of the resources themselves against interference 
from subversion or sabotage; also security of the sea routes from 
those sources to our east coast ports. [ Deleted. | 


COMMON DEFENSE SCHEME FOR WESTERN HEMISPHERE 


In a parallel action, the Inter-American Defense Board has pre- 
pared a common-defense scheme which has gone to the governments of 
all of the 21 countries making up the Board. {| Deleted. | 

This has been accomplished in the last year and a half, and I think 
is really a remarkable action by this Board which has dealt with the 
matter unanimously. 

In the utilization of the grant aid which is contemplated by this 
part of the bill, the Joint Chiefs of Staff expect to secure bilateral 


‘agreements with the particular countries with which they are con- 


cerned, and if those agreements result in a satisfactory assurance to 
the Joint Chiefs of Staff that that countr y can and will perform that 

task, they will advocate the alocation of such means as that country 
may need in order to perform the task. | Deleted. | 


CONDITIONS UNDER WHICH GRANT AID WOULD BE GIVEN 


I might take certain hypothetical cases to illustrate. For instance, 
Venezuela. If it can guarantee to the Joint Chiefs of Staff the un- 
interrupted flow of oil from the Maracaibo area [deleted] the Chiefs 
would favor allocating to Venezuela such things as armored cars or 
tear-gas grenades and so on, to provide for the policing work and in- 
ternal security against subversion or sabotage. 

At the same time, if Venezuela were to be able to assure the Joint 
Chiefs of Staff that she could protect the sea route from the Lake 
Maracaibo area [deleted] the Joint Chiefs would be willing to see cer- 
tain patrol crafts allocated to Venezuela for the performance of that 
mission. 

As a practical recent illustration—and this is not grant aid, because 
we have only had reimbursable aid up to this time—Bolivia last spring 
was endeavoring to purchase from us some engineer equipment such as 
bulldozers and road mac ‘hinery for its engineer battalion. 

Bolivia had the money, but somewhere it was being delayed here in 
Washington. The matter came to my attention, and I ran it down: 
we were able to provide the material on a reimbursable basis to Bolivia 
for her work on the roads in peacetime (referring to exhibit U). The 
improved roads facilitated shipment of tin from the Bolivian mines 
to users in this country. At that same time, the Quartermaster Gen- 
eral was having difficulty in getting food in containers because of tin 
being in short supply. 

This last is a practical example. If Bolivia could not have pur- 
chased any reimbursable aid, the Chiefs might have allocated grant 
aid, if that were then authorized by law. 

I reiterate that the Joint Chiefs of Staff have no intention of advo- 
cating the allocation of equipment—hardware, such as antiaircraft 
artillery and guns to any one of these countries until and unless they 
are assured, to their own satisfaction, that that country can and will 
contribute to her task. { Deleted. } 
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No agreements exist at present and the negotiations for them have 
to be based upon the assurance that we could provide the aid in the 
~ases where it is needed. 

A large amount of surplus property was delivered to countries in 
Latin America during and after V World War II. They have been 
unable to procure the necessary spare parts and maintenance material 
for keeping that equipment in shape, largely because of the drain on 
our resources elsewhere. Consumption in Korea, as everyone knows, 
is very, very considerable, and we have been trying to equip our own 
forces before anything is allocated to these countries which are now of 
lesser importance than other areas in the world. 

I think that is the best explanation I can give, Mr. Chairman. 

The CuHarrman. Senator George, do you have any questions? 


ONLY WESTERN HEMISPHERE PARTICIPATES IN THE PROGRAM 


Senator Grorce. As I understand, we would do all this without any 
regard to any other nation? This is to be our program entirely ¢ 

General Bourr. This is our program with respect to Latin America. 

Senator Grorce. And nobody else participates in it except these 
South American countries or Latin-American countries ? 

General Bourr. As between themselves, Senator ¢ 

Senator Grorge. Yes. 

General Boure. The Inter-American Defense Board’s plan is a 
common-defense scheme which envisages assistance between two coun- 
tries, one not necessarily being the United States. But the particular 
amount requested in this bill is entirely bilateral between the United 
States and one or more of the Latin-American countries. 

( Deleted.) 


ADMINISTRATION AND AMOUNT OF WESTERN HEMISPHERE PROGRAM 


Senator Grorce. And the administration of this fund would be 
under Defense ¢ 

General Botre. Under Defense, working with the State Department. 

Senator Grorer. Any other supervision, as far as the United States 
is concerned, would be a Defense job also. 

General Bourr. Yes, sir; a Defense job, just as it has been in the 
other countries. 

Senator Grorce. You estimate $40 million ¢ 

General Borre. Not to exceed $40 million for these purposes. 

Senator Groree. For this present current fiscal year or next year? 

General Bourr. This current year. 

Senator Grorar. That is a little more than 10 months. 

No further questions. 

The Cuarrman. Senator Smith? 


GRANT AID BASED ON PERFORMANCE 


Senator Smiru of New Jersey. Here, as in Europe, you are asking 
these countries to develop their own troops, divisions, or whatever it 
may be, for this common program. 

Do we make that a condition of our giving them the equipment? 

/ 
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General Boure. Yes, sir; and troops of the kind which will serve 
to perform the particular task, such as the antiaircraft defense of the 
Panama Canal. [| Deleted. |] 

Brazil in World War II was of great assistance in providing air- 
fields which we required for ferrying aircraft over to Africa and on 
to Europe. She also contributed considerably to the protection of 
the sealanes in the South Atlantic against enemy submarines. For 
similar assistance now we would want to help her. 

This is entirely a tentative or typical way in which this breakdown 
would be accomplished. [ Deleted.) 

Mr. Miter. It is not fair, General Bolte, to refer to the Inter- 
American Defense Board, of which General Bolte is Chairman, and 
where this common defense scheme has been produced. I may say 
everything we would do under this program is consistent with the 
work that has been done in the Inter-American Defense Board. 

General Borre. That is right. 


COOPERATIVE SPIRIT IN WESTERN HEMISPHERE 


Senator Smirn of New Jersey. Do they exercise quite a voice in 
the thing, Mr. Miller? We say, ’ “Here is the plan. Here is the blue- 
print. Now you fellows sit around and vote ‘yes.’” My point is, are 
we trying to get the same spirit of cooperation that we are trying to 
get in Europe with the participating countries there ¢ 

Mr. Mitier. That was certainly our experience at the Foreign Min- 
isters’ Conference last March. 

Senator Smirx of New Jersey. You think they have the real will 
to unite in defense against an outsider ? 

General Botrr. I have been tremendously pleased at the unanimity 
and positiveness with which the delegates in the Inter-American De- 
fense Board have approached this problem in the last year and a half. 
[Deleted.] There has been a positive intent toward solving the many 
problems of the security of this hemisphere. 

Senator Smrrx of New Jersey. Would you say, then, we are develop- 
ing sort of a Pan-American glorified Monroe Doctrine for the whole 
Western Hemisphere? Is that a fair expression ¢ 

Mr. Mitier. Yes; I think that is a fair statement; and, going back 
to Senator Lodge’s question, what we are talking about here is the 
implementation of our commitments under the Rio treaty. [ Deleted. ] 

Senator Smrru of New Jersey. That is all, Mr. Chairman. 

The CHarrman. Senator Green. 

Senator Green. No questions. 

The CuarrMan. Senator Lodge. 


LESSENING NEED FOR UNTTED STATES TROOPS IN LATIN AMERICA 
IN CASE OF WAR 


Senator Lover. General, you had a chart there which shows that 
during World War II we had 113,000 American troops in that area. 
I would like to ask you this question : If the s system that you would 
like to see in existence in Latin America had been in existe nee then, 
by how much could we have reduced that total of troops? 
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General Borre. I think the great bulk would have been released had 
we accomplished itt World War IT the things we are hoping to do as 
a result of this. 

Senator Loper. You might say 100,000. 

General Boure. One hundred thousand, I should say. 

Senator Lover. Thank you. 

The CuarMan. Senator McMahon. 


POLITICAL SITUATION IN LATIN AMERICA 


Senator McManon. What is the general situation in South America 
in these countries today? Are they stable or can we expect revolutions 
in the next few months ? 

Mr. Mutter. Senator McMahon, I have given up predicting that 
kind of thing, but I think the situation is relatively stable in Latin 
America today. [| Deleted. ] 


HOW AMOUNT WAS COMPUTED 


Senator McManon. Would it be possible for you to give us some 
explanation of why it is $40 million rather than $20 million total. 
| Deleted. | 

General Boure. The amount of $40 million is not arbitrary; rather, 
it has been worked up from the tasks that different countries could 
perform in our opinion and then the unit that would be needed for 
the task. Say an infantry battalion in the case of one country and 
then the item of equipment which would be needed by that battalion. 
Take bazookas, for example, which nobody produces but us; it would 
be determined by adding up those and other critical items of equip- 
ment the deficiencies existing in a particular unit. 

Senator McManon. I would like to bring it down out of the strato- 
sphere, General, in the case of this one country, because I think it is 
important that this committee should know, even though we cannot 
make the matter public. You have arrived at a reasonable judg- 
ment as to the objective to be accomplished. And then you have the 
amount of matériel that will support the accomplishment of that 
objective. | Deleted. | 

General Bours. All these added up gives us our money value of the 
equipment she lacks, and we would agree to make up. 

Senator Grorce. Does this have any relation to their own military 
needs ¢ 

General Botte. Yes, sir. It takes into account her own forces and 
the purposes for which those forces are generated. We have a complete 
listing of the forces of these different countries as they now exist and 
the status of their equipment. | Deleted. | 

Senator McManon. Most of this is maintenance for what they now 
have, is that it ? 

General Bourr. That is right. Maintenance and spare parts that 
she has been unable to secure since the equipment was delivered to 
her under the Surplus Property Act after the war. 
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MILITARY MISSIONS IN LATIN AMERICA 


Senator McManon. Have we training missions in all these coun- 
tries ? 

General Borre. In practically all of these countries we have mis- 
sions, advisory and training, and we have students from most of these 
countries at some of our schools here, as we have always had, at our 
infantry school, our armored and artillery school. 

Senator McManon. How large a mission would you have in a 
country like, for instance, Chile ¢ 

Colonel SHarkey. We have a two-service mission in Chile. There 
are about 10 officers, half Navy and half Air Force. 

Senator McManon. How long a duty do they get there ? 

Colonel SHarkey. Three years, sir. 

Senator McoManon. Are they left there, or are they then brought 
out ? 

Colonel SHarkey. They are brought out. 

Senator McManon. You are the deputy to what division ? 

General Botre. The Army Deputy Chief of Staff for Plans. We 
have a Chief of Staff, Vice Chief of Staff and two deputies. General 
Taylor is the deputy for operations. He does the day-to-day opera- 
tions, and I have all the war plans and also have the Joint Chiefs of 
Staff contact. [ Deleted. ] 

Senator McManon. They are the doers and you are the schemers, 
is that it ? 

General Bourr. I am a pick and shovel man. 


BACKGROUND OF WITNESS 


Senator McManon. Whom did you succeed ? 

General Bourn. I succeeded General Gruenther when he went over 
to be General Eisenhower's Chief of Staff. 

Senator McManon. Will you give us your background for the 
record ? 

General Bourse. Prior to this present assignment, I was Assistant 
Chief of Staff, Operations, G-3. Before that, I was chairman of a 
Joint Chiefs of Staff committee for continental defense. Prior to 
that, I was Chief of Staff of the Army Ground Forces under General 
Devers, and I commanded the Thirty-fourth Division in Italy during 
the war. Prior to that, my service was as usual at various stations in 
the United States and abroad. 

Senator McManon. Was your duty in your present capacity to ap- 
prove this plan you are presenting to us? 

General Bore. No, sir, but I worked for the Joint Chiefs of Staff, 
on the Army side of this plan. 


NEED FOR THE MILITARY PROGRAM 


Senator McManon. I think the answer to the next question is 
obvious, but we should have it in the record: It is your opinion as 
a professional soldier that the expenditure of these funds is in the 
best interests of and in the security of the United States? 
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General Bouter. Unqualifiedly, yes, sir. I might point out also, 
Senator, that while this amount is not a great portion of the total 
foreign-aid bill, there is a principle involved here which is new, and 
that is the principle of grant aid to certain Latin-American countries 
in return for their guaranty of performing a task which we would 
have to perform w ith our own forces if they did not do it. 

Senator McManon. You think they can perform that task? 

General Bours. I think’so, yes, sir. [ Deleted. | 


PHILOSOPHY OF COLLECTIVE DEFENSE 


Senator Hickenvoorer. I would like to ask Mr. Miller or General 
Bolte this question : What is the underlying philosophy of our coopera- 
tion in a military way, with Latin America? Is it on the basis that 
they are serving us, or is it on the basis that Latin America is serving 
itself. On whichever basis it is, what is their acceptance of that 
philosophy ? 

General Boure. I think I can answer that, Mr. Chairman, if I may. 

The CHarrMan. Very well. 

General Borrr. The philosophy i is that they are contributing to the 
common purpose of defense against aggr ession, just as we are, and 
as we are doing in Korea; that instead of the United States carrying 
the ball and other countries helping us, it is on a common basis that we 
are all contributing each in accordance with the amount that he can 
contribute. We are not going around with a tin cup in our hand 
asking these countries to help us but we are asking them to measure 
up to their obligations. 

Senator Hickentoorrr. Do they accept the philosophy that it is 
their freedom and their security that is at stake as much as ours ? 

General Borrr. I believe so. 

Senator HickenLoorer. Economically they don’t have as much at 
stake, perhaps, but then on a basis of freedom and security, do they 
accept the philosophy that it is their hide that is exposed just the same 
as ours? 

General Boure. I believe so, and I believe they are more aware than 
ever before that if we ever get into another war, it is going to mean 
that all the American Republics must give their utmost. 


LATIN AMERICAN SELF-HELP AND MUTUAL AID 


Senator Hicken.Loorrr. That leaves this question: It seems in all 
these countries we are putting out the overplus. I have tried to find 
out what any of the countries are contributing in any instance, over 
and above what. is necessary for their own share in the defense. It 
seems to me that in every case they are not only not contributing the 
amount necessary for their own ae segment of defense, but 
they are calling on us for the overplus 

I wondered if there is any South-American country that is not only 
paying its share for its own particular segment of defense, but is con- 
tributing anything materially to the common defense, over and above 
their own security. 

Mr. Mitier. In this country we have about 99 percent of the com- 
bined incomes of the 21 countries concerned. ‘That is a very important 
factor in dealing with Latin America. 
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I think the answer to what you ask, Senator Hickenlooper, is that 
all of the armed establishments of Latin America, today, have been 
equipped with their own resources, at least until the end of World 
War II, because we have had no basis of transferring equipment to 
those countries except on a reimbursable basis. 

Senator HickenLoorer. We sent the ships to them at about 10 
percent of cost, wasn’t it? 

Mr. Miruer. Yes. That is more than we could have gotten if we 
sold them as scrap. From a business standpoint, it was a good trans- 
action. 

Senator Hickenroorer. I think that philosophy is argumentative. 
We could have used the ships ourselves. We were not forced to sell 
them as scrap. 

I do not quarrel with the deal you made. 

Mr. Mixture. The deal was made prior to Korea, Senator Hicken- 
looper, at a time when it appeared that this transaction was simply 
on a business basis. 

Now many of these South American countries—for instance Brazil, 
which is the notable example, and in Venezuela, Peru, and Chile, they 
all have tremendous natural resources which have not been developed. 

Senator Hicxenwoprer. Is there any reason, if they accept the re- 
sponsibility and are zealous in their own defense, why we could not 
send in development teams to develop and take out enough natural 
resources, such as metals and minerals and other things, which are not 
necessarily taken out of their existing economy. We would develop 
them on our own and take them out until we were at least able to break 
even with them on this common defense. 

Mr. Miter. When Dr. Bennett comes to explain the technical coop- 
eration part of this program, he will deal with what we are doing to 
cooperate with Latin America, in regard to its economic development. 
I believe we have an effective and dynamic program in Latin Amer- 

‘a Which does not cost us very much. 

As to whether or not we should condition this aid upon their pay- 
ing us in raw materials, I think the answer to that is that they need 
every nickel that they can get in foreign exchange for their own 
development. 


POSSIBILITY OF REPAYMENT IN RAW MATERIALS 


Senator Hicken.Loorer. That is not the point I am trying to make. 
I will admit for the sake of argument that they need every nickel they 

‘an get in the ordinary economy, which they can get for their own 
support. Iam saying that their vast untapped resources which their 
economy cannot develop for many years, but which, if they gave us 
the green light, we might be able to develop and to take out resources 
to the point “where we would break even with them. And that in and 
of itself would not necessarily destroy their economy or any major 
portion of it. 

Mr. Mitxer. Senator, under the point 4 program, for example, we 
have made available to Brazil mining specialists from the Geological 
Survey of the Department of the Interior, who over a period of years 
have gone down into Brazil and have made explorations and investi- 
gations of two of the world’s greatest manganese deposits. Our tra- 
ditional source of supply of manganese has been the Soviet Union, 
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which you will agree is not the most secure source of that vital 
material. 

Within 5 years from now, we expect that about 80 percent of our 
total supply of manganese can be supplied from Brazil. 

Senator HickeN Looper. But we will pay a full price for it. 

Mr. Mitier. The United States Steel Corp. and Bethlehem Steel 
Corp., respectively, have secured concessions in cooperation with 
Brazilian interests, on those deposits. The Export-Import Bank or 
the International Bank will help to finance the original exploration, 
on a reimbursable basis. 

What you are saving in effect is that the proceeds of the sale of that 
manganese should be covered over into this program. 

Senator Hickentoorer. Not necessarily all of it. It »would seem 
to me that there is an increment of value there with raw materials in 
comparative abundance, even now. There has to come a time when 
these countries carry the weight of their own defense. I have the 
idea that perhaps too often we are going to these countries and saying, 
“Don’t worry about the pay, the United States is rich and all you have 
to do is just agree and we will pay all the bills and furnish the excess 
money.” 

I am not arguing against the fact that we have our own defense to 
secure. There are certain things we have to do. However, I am 
raising the question of whether or not we are just a soft touch for 
anybody who wants all the excess money they can get out of the United 
States, and whether or not we have settled down and held them to 
the responsibility which they at least give lip service to, that their 
own defense is vital to themselves, and they ought to pay. - And 
especially where they have the resources from which pay can come. 

Most of these countries have an increasing natural resource avail- 
ability. We have a decreasing natural resource availability in this 
country. Perhaps it is not feasible or practical, I do not know. In 
any event, it does seem to me that we are so ready with the check book 
and it is so much easier to just say “Oh, well, we will write the check 
for the difference, here,” that we do not really hold these people to 
their full responsibility. I am not talking about South America 
alone. 

Mr. Miter. Of course I only deal with the Latin Americans. I 
am the last person who wants to come up to Congress to ask for pro- 
grams, or give-away programs. I think this is an important program 
in our national interest. That with a relatively small amount of 
funds, we can exercise a great deal of leverage, to the end of having 
the armed forces of those countries in Latin America better allies of 
the country. 

EMPHASIS ON GREATER SELF-SUPPORT 


Senator Hicken.oorrer. Of course that argument has been used as 
far as every country in the world is concerned, that this is in our 
national interest and we can spend this excess money. Maybe it is 
necessary. I am not stating that it is not. 

Again I say I am raising the question about our readiness to accept 
that philosophy, in too many cases, without settling down and saying 
to these countries, “See here. How can you pay the full, going load 
of your own security, without calling on us for excess?” 
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Now there are countries that we need that do not have the re- 
sources, perhaps. In those cases we would have to supply them our- 
selves. However, when there are countries having vast natural re- 
sources comparable to our own, it would seem to me that there might 
be some device worked out so that those natural resources in the long 
pull would at least carry the load of that country’s responsibility, 
without excess contributions by us. 

Therefore, my question is whether they accept this philosophy, 
whether they just give it lip service, whether they are really con- 
vinced that their own security is at stake or whether they feel that they 
are doing us a favor and in terms of doing us a favor they are getting 
extra money. 

I guess you have answered my question. I don’t know. I have not 
gotten niany answers. I found all over Europe there was one item 
of $6 million that might be suggested as being an excess amount, that 
from some fund we were getting over and above what we were putting 
into that particular proposition. It was the only place that I have 
found in the world where any country is carrying its own load, and 
in addition contributing anything to the mutual defense such as we 
are doing. We are carrying our ‘entire load and in addition to that 
we are carrying a substantial part of the load of every other country 
in this defense business. 

I think there is a bottom of the barrel some time, if we do not change 
our policy. 

I think that is all, Mr. Chairman. 

The CHatrman. Senator Gillette. 

Senator Guerre. Mr. Chairman, I have two or three questions to 


ask. 
NEED FOR AUTHORITY TO GIVE GRANT AID TO LATIN AMERICA 


I have some difficulty with Mr. Miller and General Bolte in under- 
standing just why this proposal is included in this bill. There is the 
proposal to spend $40 million, or to authorize the expenditure of $40 
million, for carrying out the purposes of this section under the provi- 
sions of the Mutual Defense Assistance Act of 1949. 

Now the Mutual Defense Assistance Act of 1949 has very explicit 
provisions 

The Cuamman. Senator Hunt, do not leave. We are going to call 
on you next. 

Senator Hunt. I have no questions, Mr. Chairman. 

Senator GILuerre (continuing). For the expenditure of funds in 
the way of military assistance. “W hy is it necessary to include a pro- 
posal of this kind in this pending security act? 

General Bourr. This is the first time, Senator, that we have pro- 
posed grant aid to countries of Latin America. 

Senator Gittetrre. But you have full authority, General, under the 
Mutual Assistance Act. 

I have the act before me and it— 
is dedicated to the purposes and principles of the United Nations Charter to 
participate effectively in arrangements for individual collective self-defense and 
in support of those purposes and principles. 
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And section 402, which is referred to by number, in the pending 
measure, Says: 

The President shall, prior to furnishing military assistance to any nation or 
group of nations, make appropriate provision that the moneys shall be spent for 
the use of the assistance in furtherance of the policies of the act; furnishing 
equipment and materials, services or other assistance, consistent with the Charter 
of the United Nations, to the United States or to and among other eligible nations 
to further the policies and purposes of the act. 

Now this pending act says we are appropriating $40 million or 
authorizing the appropriation, for carrying out the purposes that I 
have just read under this act. 

Why are you not proceeding under this act, which gives full author- 
ity, instead of including a $40 million appropriation in this particular 
pending legislation ? 

Mr. Muier. The present legislation does not authorize any transfer 
of equipment to Latin America except on a reimbursable basis. 

Senator Gutterre. Can you cite me to that provision ? 

Mr. Brown. May I answer that question ? 

The CuarmmMan. Yes. 

Mr. Brown. Title I of the present act, sir, authorizes aid to the 
European countries. Title II authorizes aid to Greece, Turkey, and 
Iran. Title IIT authorizes aid to the Far East. There is no author- 
ization in the present act for any aid to Latin America. 

That section 402, think the last part you read says “to any eligible 
nation.” 

The Latin-American countries are not eligible under this present 
act. 

Senator Giuurrre. Under this Mutual Assistance Act? 

Mr. Brown. Mutual Defense Assistance Act. 

Senator Gruterre. They are not eligible ¢ 

Mr. Brown. Except for aid on a reimbursable basis. 

Senator Griterre. Then can you cite me any provision of the law 
that says they are not eligible? 

Mr. Brown. It is the fact that there is no provision which say 
they are eligible. 

Senator Giitterre. No provisions in the Mutual Assistance Act ? 

Mr. Mitier. That is right, sir. 

Mr. Brown. That is correct, sir. 

Senator Gitterre. Nothing under the Rio Pact ¢ 

Mr. Brown. That is correct, sir. 

Mr. Mitier. Except on a reimbursable basis. They are eligible to 
the extent that they have ratified the Rio Treaty. They are eligible 
for aid on a reimbursable basis under the present proposal. 

Senator Gitterre. Now I quote from this present proposal: 

Any such assistance shall be subject to agreement, further referred to in sec 
tion 402 of the Mutual Defense Assistance Act of 1949— 
which I just read. 

Mr. Mitier. Those are agreements of the kind we have negotiated 
with the countries eligible to be recipients under this legislation. 

Senator Giuterre. And it is your contention, sir, that they are not 
eligible ¢ 

Mr. Miter. It is not a contention; it is a fact. 

Senator Giuterre. I am asking for information. I am just trying 
to understand this. 

Mr. Mitxer. ‘That is the reason, sir. 
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MILITARY ASSISTANCE SUBJECT TO BILATERAL AGREEMENTS 


Senator Gutterre. Then the additional provision that— 


after agreement by the Government of the United States and the country con- 
cerned with respect to such misssions, military assistance hereunder shall be 
furnished only in accordance with such agreement. 

Would it be your interpretation that you could not add to that 
after you once made an agreement with a country, that you could not 
furnish any military assistance that was not provided in that agree- 
ment ¢ 

Mr. Minter. Yes,sir. Transfers of equipment under this legislation 
will be made only pursuant to bilateral agreements. 

Senator Gutterre. Yes. Now in the contribution of an infantry 
battalion I presume it means some equipment for a battalion, not an 
infantry battalion—— 

General Bourr. It would be the contribution of that country in 
troops, and we would provide the deficit in equipment for that bat- 
talion if that country agrees to use it to perform a task that our Joint 
Chiefs of Staff want performed. 

Senator Giuterre. If Cuba, for instance, will contribute one infan- 
try battalion pursuant to an agreement worked out with them, for 
some purpose that you lay down, or that your defense staff lays down, 
we will furnish certain equipment to them? 

General Bore. Yes, sir. 

Senator Gitierre. And this provision that no additional equipment. 
will be furnished is necessary to limit it? 

General Bourr. Yes, sir. We would not go beyond that, unless a 
new task were devised to which that country would contribute. 

Senator Gruterre. How could you do that, if it is limited to an 
agreement negotiated, a bilateral agreement? How could you fur- 
nish additional equipment if you determine some other mission would 
be necessary ¢ 

General Bourr. A given country might be able to provide more in 
the future and we might desire to renegotiate to obtain what we want 
from that country. 

Senator Guerre. General, you just said that if there was some ad- 
ditional mission you decided on, you would expect an additional con- 
tribution. Now you say there will not be any. 

General Bore. Then we would have to get additional legislation 
and additional money. 

Senator Giutetrr. You could not under this legislation furnish any 
additional equipment ¢ 

General Bourn. No, sir. 

Senator Giuierre. That is all. 

Senator HickeN.ooper. May I ask a supplementary question to 
what Senator Gillette was asking? If it became necessary at a later 
date, in the judgment of the Joint Chiefs of Staff for a mission to be 
performed by that country, would the law be served if you made an 
additional or supplementary agreement with that country under the 
existing proposed law / 

Mr. Miiier. I suppose these agreements are always subject to modi- 
fication by mutual agreement. 

Senator Hicken Looper. Is the situation that the bill now being con- 
sidered contemplates that you can only make one agreement with a 
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country, or can you make successive agreements with a country in the 
national interest ? 

Mr. Mitier. The point is, have to have agreements with a coun- 
try before you can make any transfer. We have a ceiling of $40,- 
000,000. We do not sesame have to use all that money. That is 
only a maximum. 

Senator Hicxenioorer. Then you could make additional agree- 
ments with countries within the authorization ? 

Mr. Mitzer. And once you have committed all of your funds up to 
$40,000,000, then you cannot make any other agreements. 

Senator Guerre. Then you would have to come back and ask for 
an additional authorization 

Mr. Mitter. Yes, sir. 

Senator Giutertre. That is all, Mr. Chairman. 

The Cuarrman. Senator Brewster, you are next. 

Senator Brewster. I wasn’t here in the earlier part, so if any ques- 
tion I ask has been covered, I wish the Chair or someone would 
eliminate it. 

Is there any relation of the Rockefeller board to this situation ? 

Mr. Mitier. We have not yet gotten into the point 4 part of this 
request. 

The Cuatrman. That is what I am hurrying along to, to try to get 
Dr. Bennett to testify on point 4. 

Senator Brewster. Is that where the Rockefeller board enters ? 

Mr. Mirier. Yes, sir. | Deleted. } 

Senator Brewster. That is all. 

The CuarrmMan. Thank you very much. 

Mr. Muier. Can we go on with the other part of the program? 





TRANSFER OF NAVAL VESSELS 












Senator Know.anp. Might I, Mr. Chairman, ask a question? I 
just got in from California | by plane, and the question may have been 
asked and answered, and if so, I will not pursue it. 

I was looking at the chart there on the naval vessels to be turned 
over. I wonder, for the benefit of the committee, if we could get a 
list of ships which have already been turned over to those countries 
which have been mentioned. 

General Boure. Yes, sir. 

Senator KNowLanp. Before our Subcommittee on Amproprial ations 
dealing with the armed services, we had some testimony on the Navy, 
with the ships that have already been turned over, that we were going 
to be down to about the bottom of the barrel in destroyers and de- 
stroyer escort vessels, and my question—— 

Senator Brewster. You don’t understand; that is not to be turned 
over. These are what they have. 

Senator Know.Lanp. That is the question I wanted to clear up. 
Nothing else is being turned over in the way of naval vessels ? 

General Borrer. No, sir. 

Mr. Mitier. Except those vessels provided in special legislation 
now pending before the Congress, to transfer, I think, a total of five 
destroyer escorts to Peru and Uruguay, and to ratify the transfer 
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under lend-lease of certain vessels to Brazil which Brazil has been 
using. 

Senator Knowtanp. That will complete the program / 

Mr. Mituer. Yes, sir. 

The Cuarrman. All right; Dr. Bennett. 


FUNDS FOR TECHNICAL ASSISTANCE 


Mr. Mitier. Senator, we are requesting in this legislation a total 
of $22,000,000 for tec hnical cooperation programs, of which $3,000,000 
will be under the UN; $1,000,000 to continue certain programs on a 
multilateral basis oper rated by the Organization of American States, 
and the remainder of $18,000,000 is to continue technical cooperation 
programs already in operation in Latin America. 

As the committee knows, we have been operating technical coopera- 
tion programs in Latin America—— 

The Cuarrman. That is what is called point 44 

Mr. Minter. Yes; for about 10 years. These programs began in 
1941 under the Interdepartment: al Committee on Scientific and Cul- 
tural Cooperation. They were expanded when the Institute of Inter- 
American Affairs was set up. About 70 percent of these funds go for 
cooperative programs in the field of agriculture, basic education, and 
health and sanitation. All that money is spent in cooperative pro- 
grams to which the other countries contribute the major part of the 
funds. I think the matching contributions in Latin America today 
put their contributions on the basis of about three times what ours is. 

The other programs which we are now operating are in such fields 
as rubber development, transportation, development of mineral re- 
sources. I think I mentioned a while ago the results that these have 
shown in the field of manganese, for one thing. 

I do not think that there is any more effective program of foreign 
assistance in operation today than the technical cooperation progr am 
in Latin America, and there is nobody better qualified to head up that 
program than Dr. Bennett, whom we were fortunate in getting from 
Oklahoma A. and M. 

Senator Wixey. Is that a bill of particulars showing the expendi- 
tures ¢ 

Mr. Minuer. Yes, sir. 

Senator Witey. I think that should be placed on file. 

Senator Grorce. What was your appropriation for fiscal 1951 for 
this program ¢ 


TESTIMONY OF DR. HENRY G. BENNETT, ADMINISTRATOR, 
TECHNICAL COOPERATION ADMINISTRATION 


(The prepared statement by Dr. Bennett follows :) 


STATEMENT OF HENRY G. BENNETT, ADMINISTRATOR, TECHNICAI 
COOPERATION ADMINISTRATION 
Point 4 activities are now under way in Asia, in the Near East and north Africa, 
and in Latin America. These activities will be carried forward in each region 
with funds provided under the Mutual Security Program legislation. 
I should like to tell your briefly about our present program and how it is being 
administered. 
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ACCOMPLISHMENTS TO DATE 


The Act for International Development which authorized the point 4 yp 
gram was approved in June 1950. Appropriations to implement this act became 
available in September 1950. New appropriations for technical cooperation «, 
tivities totaled $26,900,000. In addition, there became available an appropriation 
of $5,000,000 plus a carry-over of $1,369,309 for the work of the Institute of Inte: 
American Affairs and also a sum of $2,537,000 which was transferred to | 
Technical Cooperation Administration from funds appropriated for techni 
assistance work under Public Law 402. An over-all total, therefore, of $35 
806,309 was available during fiscal year 1951 for all technical cooperation pr 
grams. 

On Sepetember 8 the point 4 program became a responsibility of the Depart 
ment of State by Executive order. On October 27, 1950, the Technical Coopera 
tion Administration was established and given central responsibility within th: 
State Department for administration of the program. 

The task of negotiating bilateral agreements and receiving official requests 
for assistance must necessarily be handled slowly and with great care. Never 
theless, in the few months we have been in operation we have made substanti: 
progress. We have fully utilized the funds which were made available. I ly 
lieve we have utilized the funds wisely and effectively. 

We now have technical cooperation programs under way in the following 34 
countries: Afghanistan, Bolivia, Brazil, Burma, Ceylon, Chile, Colombia, Costa 
Rica, Cuba, Dominican Republic, Egypt, Ecuador, El Salvador, Greece, Guat: 
mala, Hati, Honduras, India, Indonesia, Iran, Iraq, Israel, Lebanon, Liberia, 
Libya, Mexico, Nicaragua, Pakistan, Panama, Paraguay, Peru, Philippines, 
Saudi Arabia, Thailand, Uruguay, and Venezuela. 

We have authorized projects providing for the employment of over 1,200 
technicians in the field. Of these, 710 will be employed by various Government 
agencies, and approximately 500 will work for private contractors. Govern 
ment agencies already have 451 employees at work, and private contractors 
have 233 employees at work, a total of 684 American technicians actually at 
work on foreign assignment. They are supported by 209 technicians stationed 
either full or part time in this country or in irregular roving assignment. In 
summary, 893 American experts are now on the job. In addition, there are 
164 employees who were recruited locally. 

Between September 1950 and June 30, 1951, the Technical Cooperation Ad 
ministration received 690 requests for assistance from 48 countries. Almost 500 
of these requests have been approved. Eight hundred and seventy-two point 4 
training grants were approved in fiscal year 1951 for trainees to study in the 
United States. They come from 41 countries. 

Out of the $35,806,000 available for the program in 1951, $12,000,000 was made 
available to the United Nations and the specialized agencies for the expended 
multilateral technical assistance program. The UN now has programs operat 
ing in 37 countries. We are working closely with UN officials both in planning 
and in operation in the field. 

We provided $1,000,000 to the Organization of American States for technica! 
assistance programs in Latin America. This was primarily for regional train 
ing centers, 

A total of $8,826,000 was available for programs administered by the ITAA 
An additional $6,139,351 was allocated to other agencies such as the Department 
of Agriculture and the Department of the Interior for carrying out projects 
approved by TCA. Finally, a total of $7,833,009 was utilized directly by TCA 
in the Department of State. The following table summarizes the use of 1{5! 
funds by cooperating agencies: : 


Department of Agriculture einai $2, 452, 284 
Department of Commerce ve oat oe eee - | EOS, 
Department of the Interior__ siecaeectine oun = ee ae, 
Federal Security Agency___- sue be f 1, 017, ¢ 
Department of Labor. __._---_~- ee NES ; . 325 
Bureau of the Budget__--_- a al 

Housing and Home Finance Agency__ 

Tariff Commission acne 
Tennessee Valley Authority- mine 
Department of the Treasury em. 
Federal Power Commission__--— ~~ 
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Post Office Department $2, 692 
Department of the Army 8, 360 
Federal Communications Commission 52, 683 
Institute of Inter-American Affairs......................_________ 8, 826, 449 
Department of State: 
Multilateral programs 13, 007, 500 
Bilateral programs 7, 833, 009 


Grand total 35, 806, 309 


These have been high lights of our 1951 program. I should like now to tell 
you briefly how the program is being administered. 


HOW IS THE POINT 4 PROGRAM ADMINISTERED? 


Although the TCA is still very young, I believe it has made a sound beginning. 
As you know, the point 4 program includes operations in a large variety of techni- 
cal fields—agriculture, mineral development, roads and highways, communica- 
tions, health and sanitation, education, civil aeronautics, water engineering, and 
many others. We are fortunate in that in nearly all these fields one or another 
of the Federal agencies has already a great reservoir of skill and experience. I 
believe our greatest strength lies in the fact that we are bringing to bear upon 
the problems of the underdeveloped areas the resources and experience of the 
entire United States Government. In fact, we have gone even further. We are 
bringing to bear also the experience and skill of private business firms, educa- 
tional institutions and of other private organizations form all parts of the United 
States. 

We have continued the programs of the Institute of Inter-American Affairs 
in Latin America and in fact have expanded its operation considerably. We have 
enlisted the participation of 14 technical agencies of the United States Govern- 
ment. We have entered into direct contractual arrangements with 56 private 
organizations and institutions involving work in 19 countries at a cost of 
$3,652,000. 

Many of the contracts are with land-grant colleges and other educational in- 
stitutions including the University of Arkansas, Texas A. and M. College, the 
University of Minnesota, Utah State Agricultural College, New Mexico A. and M. 
College, Brigham Young University, the University of Illinois, Vanderbilt Uni- 
versity, the University of Utah, Purdue University, the University of Wisconsin, 
University of Maryland, the University of Denver, and Northwestern University. 
Other contracts are with research organizations such as the Armour Research 
Foundation of Illinois and the Southwest Research Institute. We have made 
arrangements to expand the activities of training institutions abroad such as 
the Near East Foundation and the American University at Beirut. Finally, we 
have made arrangements for specific tasks to be undertaken abroad by Ameri- 
can engineering and other private firms. 

Let me stress this point. The Technical Cooperation Administration directs 
and controls the program carried out with the assistance of this wide variety 
of Government and private agencies. We thus secure the advantages of using 
the specialized skills of the agencies of the Federal Government, while provid- 
ing a unified administration of the total program. 

TCA has entered into bilateral general agreements looking toward long-term 
cooperation with the underdeveloped countries with which we are cooperating. 
These general agreements are supplemented by specific project agreements setting 
forth detailed plans of work. Program plans are developed in the field by Ameri- 
can officers of our Foreign Service missions, including agricultural and other 
specialized United States representatives, as well as by special representatives 
of the Technical Cooperation Administration. All work, of course, with repre- 
sentatives of the host governments. 

Typical point 4 technical cooperation projects are those which will (a) assist 
the local government and local population in taking the most urgently needed 
steps to develop the country’s resources, (b) improve local skills, by sending ex- 
perts to provide such skills and by training local personnel, both within the 
country and by bringing them to the United States, and (c) those which hold 
out the most promise of growing into enduring and long-term cooperation be- 
tween the United States and the country. Supplies and equipment are included in 
point 4 programs to the extent necessary to insure substantial results in assist- 
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ing the country with each project undertaking, whether it be land reclamation 
or expansion of education. 

The plans and the official requests from the governments are presented to 
the Technical Cooperation Administration. We review them in consultation 
with representatives of the technical agencies which have competence in the par 
ticular fields of work involved and in consultation with area experts within 
the State Department’s regional bureaus. As soon as projects are approved, 
funds are either allocated to one of the participating technical agencies, which 
then assigns or recruits experts needed to carry out the project in the field, 
or the project is let out on contract to a private concern. Many projects are ad 
ministered directly by TCA itself. Periodic reports are submitted to the Techni 
cal Cooperation Administration on the progress and operation of each activity, 
and close supervision is maintained at all times. 

Although the individual experts in the field receive their technical guidance 
from their own agencies in Washington, all personnel in a particular country 
are administratively supervised by a representative of TCA. In some instances 
this representative is a member of the embassy economic staff. In other in- 
stances, he is an officer specifically employed by TCA for that purpose. As the 
volume of activity increases, we are employing country directors of technical 
cooperation whenever needed. 

That briefly summarizes the nature and scope of our present program. 1 
would be glad to answer any questions concerning our operations. Before |] 
close, however, I should like to say a few words about the point 4 idea, about 
its objectives, its fundamental approach and its long-term implications, 


WHAT IS POINT 4? 


The point 4 program is not something brand new, although the conception of 
it as a national policy on a world-wide basis is new. Missionaries of all faiths 
were the pioneers in the work in helping the peoples of underdeveloped areas to 
help themselves in improving their way of living. Private organizations and 
institutions of many kinds have for years carried on technical assistance work 
abroad costing millions of dollars annually. Moreover, the Congress of the 
United States authorized technical cooperation programs when it established 
the Institute of Inter-American Affairs and enacted the Smith-Mundt Act. 

The point 4 program is not just a program to “do good.” It is very clearly a 
program in our own self-interest. We are increasingly economically dependent 
upon the underdeveloped countries. Our productive capacity has increased at 
a great rate; from producing about one-third of the world’s manufactured goods 
in 1940 we now produce about 50 percent of the total world production. Present 
plans call for a further increase in our production of 20 percent by 1953. At 
the same time, raw-material production has remained constant and as you 
know is expected to fall off in the future. An absolutely vital 73 percent of raw- 
material requirements come from the underdeveloped areas. Basically, there- 
fore, as Mr. Rockefeller ably pointed out in his report, Partners in Progress, 
our domestic economic and military strength depends upon maintaining the 
supply of raw materials from the underdeveloped areas, 

The underdeveloped areas offer the greatest prospect for future markets for 
United States production. The problem of markets is, as you know, very im 
portant as We increase our industrial production, Should our industrial capac 
ity for military production become available for nonmilitary production, 
markets must be found for the products of these industries. If the under 
developed countries are able with our help to increase their productivity and 
income, and consequently their capacity to buy abroad, they will become in 
creasingly important purchasers of United States goods. The potentialities of 
our trade with these regions in conditions of peace and developing economies 
are tremendous. 

However, we cannot either commandeer their raw materials nor can we force 
them to take our manufactured goods. The democratic way is to seek the 
cooperation of the peoples and the governments so that we and they can together 
embark on a program which is in our joint interest. It is a basic United States 
policy to do everything possible to assist and strengthen the peoples who are 
our allies in the free world. 
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The underdeveloped areas are potentially, with a few exceptions, rich and 
fruitful countries. As in our own country, the problem is one of a better use of 
the resources available; that is, land, water, and people. Because of poor use 
of these resources the 1,000,000,000 persons who inhabit the underdeveloped 
areas are today suffering from hunger, from disease, from poverty, and from 
illiteracy. Average per capita incomes are about $80 per annum. About 
three-fourths of the people live on the land practicing the most primitive agri- 
culture. Our projects in most of these countries are designed particularly to im- 
prove agriculture. They have as a second direct purpose, the best use of the 
available human resources. 

The projects, almost without exception, are small-scale operations not intend- 
ed to bring overnight remedies to ancient problems. Since they are small-scale, 
they are inexpensive. 

Whenever possible, the projects have been geared to have an impact through 
a dramatic demonstration or pilot operation. The idea is to send in the min- 
imum number of people, with tools and limited amounts of supplies, so they may 
show the people by doing, and guide and instruct their doing. Through exten- 
sion instruction and the use of informational media on training, it is hoped 
that the new and better ways of doing things will catch on, so that in the 
course of a few years there will be less need for outside technical experts. 

The projects are designed to have certain effects on the peoples and on the 
governments of the region. The United States makes its plans and works with 
th government, and no project is undertaken which the governments have not 
requested, and which they themselves have not or are not ready to support 
fully. The point 4 program respects the sovereignty of the governments 
in the countries where it has been invited to work. Only those activities 
are undertaken which are requested by the host country and into which the 
country itself is willing to invest its own resources. It has been TCA’s ex- 
perience that on an average each dollar we now contribute to a program is 
matched by the equivalent of $38 contributed by the country itself to 
the program. Whenever possible, projects are carried out jointly, with the 
nationals of the country taking leadership. Wherever possible, the local 
organization to carry out point 4 work is identified as a part of the national or 
local government or governmental institutions. The programs take full ac- 
count of local religious and social customs and strive to work within the 
limits set by these cultural patterns. 

The projects are of a kind, and they have been so planned (that to be suc- 
cessful, there must be maximum operational participation by the actual workers, 
settlers, and farmers. The program is almost wholly operable on the village, 
local area or provincial level. The people feel that these are their 
projects and it is they who make them work. 

As point 4 is suecessful, the popular understanding and support of the 
people for their governments will be increased, which will make for stability 
and be an effective deterrent to Communist propaganda. The governments, 
in turn, will be more likely to embark on enlightened policies of improvements 
of standards and conditions, and there will be started a much-needed feeling 
of responsibility for the well-being and welfare of the people. Finally, we 
hope, both the people and their governments will feel proud of the fact they 
have-been able to advance themselves through American assistance, and their 
friendship and understanding for the United States will be much greater. 

I said before that since the projects are small they are, as foreign aid grants 
go, inexpensive. Let me elaborate on that point. While the program has 
Leen kept modest in scope, the pilot projects have been selected which will lay 
the basis for more extensive economic development activities. Once the pilot 
projects, and the surveys, have been completed, it is hoped that conditions 
will be ripe for undertaking the large-scale agricultural, water, industrial and 
other expansion schemes which are needed. It is believed that the benefits of 
the pilot projects, and projects which the governments themselves have been 
stimulated to undertake in the next year or two, will result in improved earn- 
ings of the governments so that, to a maximum extent, the large-scale projects 
may be financed from loans, either private or public. 


own 
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The point 4 program is a long-term program, yet will make an immediate and 
important contribution to the security of the free world. Its inclusion in the 
Mutual Security Program along with the large economic aid activities de 
manded by the present emergency is primarily for convenience in making the 
presentation to Congress. But its basic objectives require that it be regarded 
in long-range terms as an integral part of our foreign affairs program. It wil! 


be plain good business to continue beyond the present emergency a modest pr 0 


gram of stimulating economic development and thus paving the way for a 
stimulation of private investment. 

Dr. Bennerr. One million is our contribution to the technical- 
assistance program of the Organization of American States, which 
is a matched fund; $3,000,000 is the United States contribution to 
the technical-assistance program of the United Nations agencies for 
operations in Latin America, and again these funds are paid out 
only as they are matched by the U nited Nations on the agreed basis. 

For example, of the 1 million last year which was set up for the 
Organization of American States, only $250,000 has been paid out. 


LOANS FROM THE EXPORT-IMPORT BANK (EXIMBANK) AND THE INTER- 
NATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT (IBRD) 


Senator Wiitry. Now that these programs are set uP» how much 
money have they borrowed from the Export-Import Bank ? 

Mr. Miter. These programs do not involve any capital equip. 
ment, Senator Wiley, so that the Export-Import Bank ie not involved 
in this kind of program. 

Senator Wier. Indirectly? 

Mr. Miturr. Neither indirectly nor directly. This goes entirely 
for personnel and administration, Senator Wiley, except to the ex- 
tent that equipment may be made available for sort of pilot-plant 
purposes. 

Dr. Bennett. That is right, small plants. 

Senator SparkMAN. Exploratory work ? 

Mr. Mitirr. Demonstrations, Senator Sparkman. 

Senator Wirry. How much, since we have inaugurated the pro- 
grams, have the respective countries gotten from the Export-Import 
Bank or the International Bank ? 

Mr. Miter. I have those figures here, sir, if you would like me 
to recite them. 

Senator Wirey. I think they might very well be put in the record. 

Mr. Miter. I will put the figures | in the record. 

(The figures referred to are as follows :) 
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TABLE I—Loans by Eximbank and IBRD to Latin America, February 1934 
through Dec. 31, 1950 


{In millions of United States dollars} 


7 
| 


Net 


loaned 1 | Disbursed 


Not yet 
disbursed 





Latin America: 
Argentina: 
Eximbank 
IBRD_. 
Bolivia: 
Eximbank- - 
IBRD 
Brazil: 
Eximbank 
IBRD 
Chile: Eximbank 


Colombia: 
Eximbank 
IBRD 

Costa Rica 
Eximbank 
IBRD 

Cuba 
Eximbank 
IBRD 

Dominican Republic: 
Eximbank 
IBRD 

Ecuador: 
Eximbank . - - 
Dew cccn 

Haiti: 

Eximbank - . 
IBRD 

Honduras 
Eximbank 
IBRD 

Mexico: 
Eximbank . 
IBRD 

Nicaragua: 
Eximbank.. - 
IBRD. 

Panama: 
Eximbank 
IBRD 

Paraguay: 
Eximbank - - 
IBRD... 

Peru 
Eximbank 
IBRD 

Salvador: 
Eximbank caida 
1 

Uruguay 
Eximbank 
IBRD.. 

Venezuela: 


a 


IBRD ‘ : 
Miscellaneous Latin America: 

Eximbank 

IBRD 


Total Latin America: 
Eximbank. . 
ees OS 


14.5 
33 


15. 
0 


48. 


0 


669. 3 


74.5 


1, 094.9 


999 7 
ace. fl 


| Principal 

outstand- 
ing on 
loans 2 


24.0 | 


0 


25.6 
48. 2 


4 
1 


Notr.—The only Latin-America country which has had no loans from either bank is Guatemala. 
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TABLE II.—Summary loans by Eximbank and IBRD 


{In millions of United States dollars] 


Principal 


Net : Not yet outstand 
S dis se : : nd 
loaned ! Disbursed | disbursed | ingo 


Eximbank (1934 through 1950): 
Latin America__- 
Near East and Africa 
Asia and the Pacific 


Total to underdeveloped areas 
Total to all areas ; 


IBRD (1946 through 1950): 
Latin America ‘ 222 
Near East and Africa 
Asia and the Pacific 


74. 
0 
Sf 34 51 


329. 2 LOY. : 219.9 


Total to underdeveloped areas 
1, 005. 7 641. 363.8 64 


Total to all areas 


1 Net borrowed represents the amount of total credits authorized less the total amounts of the credit w 
were either canceled or were not used before the expiration date of availability 

2 In reality, as soon as a loan becomes effective IBRD considers the total amount of the loan as “I 
outstanding held by the bank”’ regardless of the undisbursed balance of the loan. However, the figure 
here is the total amount of the loan disbursed less any repayments on principal 





MUTUAL SECURITY ACT OF 1951 417 


TABLE III.—Loans by Eximbank and IBRD to Latin America, July 1, 1945, 
through Dec. 31, 1950 


{In millions of United States dollars] 
rincipal Se yee 
utstand . 
Ing o Net 
loar loaned ! 


Principal 
Not vet outstand 
disbursed ing on 


loans 2 


Disburse 


Latin America: 
Argentina: 
Eximbank 
IBRD. 
Bolivia: 
Eximbank 
IBRD 
Brazil 
Eximbank 
IBRD 
Chile 
Eximbank 
IBRD 
‘olombia: 
Eximbank 
IBRD 
‘osta Rica: 
Eximbank 
IBRD 
“uba: 
Eximbank 
IBRD 
Dominican Republic: 
Eximbank 
IBRD 
Ecuador: 
Eximbank 
IBRD.. 
Haiti: 
Eximbank 
IBRD 
Honduras 
Eximbank 
IBRD 
Mexico 
Eximbank 
IBRD 
Nicaragua 
Eximbank 
IBRD 
Panama; 
Eximbank 
IBRD 
Paraguay 
Eximbank 
IBRD 
Peru 
Eximbank 
IBRD 
Salvador: 
Eximbank 
IBRD 
Uruguay: 
Eximbank 
IBRD 
Venezuela 
Eximbank 
IBRD 
Miscellaneous Latin America 
Eximbank 
IBRD 


Total Latin America: 
Eximbank ‘ ‘ 344 
IBRD 7 mp or 148.‘ 


Net borrowed represents the amount of total credits authorized less the total amounts 
of the credit which were either canceled or were not used before the expiration date of 
availability. 

In reality, as soon as a loan becomes effective IBRD considers the total amount of the 
loan as “Loans outstanding held by the bank” regardless of the undisbursed balance of 
the loan. However, the figure used here is the total amount of the loan disbursed less 
any repayments on principal. 
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TABLE IV.—Summary loans by Exrimbank and IBRD 


{In millions of United States dcllars] 


{ Pr 
Not yet out 
disbursed n 


oe 1 Disbursed 


Eximbank (July 1, 1945, through Dec. 31, 1950 
Latin America 
Near East and Africa 
Asia and Pacific 


Total to under-developed areas 
Total other areas 3 
Total to all areas 


IBRD (July 1, 1945, through Dec. 31, 1950): 
Lat America 
Near East and Africa 
Asia and the Pacific 
Total to underveloped areas oe : 2 109. 1 
Total to other areas 7 539. 5 
Total to all areas , 005 648. 6 


1 Net borrowed represents the amount of total credits authorized less the total amounts of the credit \ 
either canceled or were not used before the expiration date of availability. 

2 In reality, as soon as a loan becomes effective IBRD considers the total amount of the loan as 
outstanding held by the bank”’ regardless of the undisbursed balance of the loan. However, the figur 
here is the total amount of the loan disbursed less any repayments on principal 

§ Includes Canada’ Greece and Turkey, also cotton for certain European countries and Japan. 


TABLE V.—Evimbank and IBRD loans in 1951 through Mar. 81, 1951 


{In millions of United States dollars] 


Eximbank 
IBRD 
Colombi 
Eximbank 
IBRD 
Cut i 
Eximbank 
IBRD 
Uruguay 
Eximbank 
IBRD 
‘Total, Latin America 
Exim bank 
IBRD 
Asia and Pacific 
Eximbank 
IBRD 
Near East and Africa 
Liberia 
Eximbank 
IBRD 
Ethiopia 
Eximbank 
IBRD 


ot 


Other area 


South 


1 Net borrowed represents the amount of total credits authorized less the total amounts of the cre« 
either canceled or were not used before the expiration date of availability 

2 In reality, as soon as a loan becomes effective IBRD considers the total amount of the loan as 
outstanding held by the bank” regardless of the undisbursed balance of the loan. However, the figur 
here is the total amount of the loan disbursed less any repayments on principal. 
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Senator Witry. You have a billion dollars more you are putting 
into the Export-Import Bank, and I suppose as a result of advice 
and suggestions it brings about further loans? 

Mr. Minter. It is possible, sir, that that might transpire. Of course 
those are all on a repayable basis. 

Senator Wier. I understand. 

Mr. Miter. There are no defaults in Latin America today on Ex- 
port-Import Bank or International Bank loans. 

Senator Witey. With that billion dollars additional, what will be 
the capitalization of the Export-Import Bank? 

Mr. Miizer. As I understand it, the Export-Import Bank today 
has uncommitted funds in the amount of approximately $500,000,000, 

The present capitalization of the Export-Import Bank is $1,000, 
000,000, and its lending authority is $3,500,000,000, The pending pro- 
posal is to increase the lending authori ity of the Bank to $4,500,000,000, 
or four ond one-half times the capitalization which would remain 
SE.000,000,000. 

Senator Wirry. All right. 

Senator Grorce (acting chairman). All right, Dr. Bennett. 


BACKGROUND OF TECHNICAL ASSISTANCE PROGRAM TO LATIN AMERICA 


Dr. Bennerr. Mr. Chairman, I appreciate the privilege of present- 
ing the technical cooperation program with the Latin American Re- 
publics to the committee. The program, as has been suggested by Mr. 
Miller, is not new. In fact, the effort at some kind of technical coop- 
eration on a private basis has been going on since the turn of the cen- 


tury, and before the beginning of World War II, a rather active 
United States Government program with the Latin American Repub- 
lics was undertaken. In fact, Latin America is roughly four times as 
large as the United States geographically, and has a population of 
practically the same amount, ‘and outside of one of the Latin American 
Republics, the heritage is a European heritage in the main. Conse- 

quently, the ability to work with the Latin Americans is a relatively 
simple matter. 

The desire for cooperation is great. The programs which have 
begun have been in the fields of agriculture, health and sanitation, 
basic and vocational education, and in the fields of mineral explora 
tions and the like. I think the reason for this is quite obvious when 
you take into account that the overwhelming majority of the peoples 
of Latin America are on the farms, and their dependence on agricul 
tural production is so great, and then in the next place their potential 
for production is practically untouched. As pointed out by Senator 
Hickenlooper a few moments ago, there are vast untouched resources 
of land and materials in Latin America. I think that when we become 
discouraged about food production and when we hear so much of 
famine in this area and that, it is comforting to go to an area where 
so little of the land is in use, 

You take in Latin America, with practically as much land as wi 
have, there is only about 215,000,000 acres of land in cultivation, and 
of that amount more than 76,000,000 is in Argentina alone. That is, 
a third of the land, if you look at the map, is in this one slim area 
which, of course, is the only area in Latin America which is completely 
independent agriculturally of the rest of the world. 
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UNTOUCHED RESOURCES IN LATIN AMERICA 


Brazil, with an area as large as that of continental United States, 
and a little larger, has less than 3 percent of its land in cultivation, 
and has a population of less than 50 million people, yet ‘you can grow 
anything in Brazil that you can grow anywhere in the world in the 
way of plant life. 

And if you take this vast area beginning at the southern edge of 
Venezuela and Colombia, and come on down to the south, there is an 
area of about 3,000 miles long and 1,825 miles wide that is a so-called 
jungle area. It is a great mass of growing green trees and under- 
growth, the jungle. The capacity for production is almost limitless— 
untouched, unused; and I think, Senator, that is one of the things 
you were thinking about, that vast timber reserve, among the finest 
trees on earth. And as Mr. Miller pointed out, with the Geological 
Survey and with mining engineers, there have been discovered great 
deposits of manganese on the north of the Amazon, and likewise over 
on the Brazilian-Bolivian border. 

Senator HicKENLOOPER. Doctor. on that point, to get a little further 
over there, on both sides of the Amazon Valley and way down into 
the plateau region of Central Brazil, in that area the soil is not very 
promising, is it, for agriculture / 

Dr. Bennetr. Same of it is. 

Senator HickenLoorrer. It is very thin soil and supports trees 
and bushes and things like that, but it does not seem to be very prom- 
ising for agricultural and food production. 

Dr. Bennerr. No, sir; but there are those in the Forest Service who 
have the feeling that with the right kind of timber planted, we could 
solve this perplexing wood-pulp problem that confronts the printing 
industry of the Nation. 

Senator HickeNntoorer. | think it lends itself very well to that. 

Dr. Bennerr. It lends itself very well tothat. In addition to that, 
following the Andes, there is a great area of more than 150 miles 
wide, as you come around on the slope of the Andes, that is as good 
land as the earth knows, that is untouched. It swings around in this 
area. It is one of the greatest reserves of unused land on earth. In 
fact, if you go all over the world looking for the best unused land, 
you find it in Latin America in this equatorial and semiequatorial 
area, and then just across the Atlantic in the similar area is equatorial 
Africa. Those are the two great untouched areas for food produc- 
tion that are left. Agriculture in Latin America is yet in its infancy, 
and with the draft animals still the ox, in the main, and with the tools 
of cultivation still those of the period of more than 100 years ago. 
The possibility for increasing food production not only for consump- 
tion at home but to feed the world and Latin America constitutes one 
of the greatest points, as I view it. Consequently, we are working 
with the Latin Americans in a great agricultural program through 
the Institute of Inter-American Affairs and the Department of 
Agriculture. 

Senator Grorce. General Bolte, I understand you have a Joint 
Chiefs of Staff meeting, and desire to be excused. We wish to thank 
you for your appearance before the committee. 

General Bourr. Thank you. I am available to the committee, but 
I would like to be excused now. 
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Senator Smrru of New Jersey. Thank you, General. 
Senator Grorcr. All right, Doctor. Proceed. 
Thank you, General. 


RUBBER EXPERIMENTATION PROGRAM IN LATIN AMERICA 


Dr. Bennerr. Proceeding with the idea of agriculture again, and 
of great forest reserves, our industry is dependent for many things 
in the way of minerals from Latin America. But one thing we for- 
get is the fact that Latin America is the area where rubber has 
its origin. We found ourselves in the situation in World War II 
where we discovered that rubber has been transferred in its growth 
in the East Indies. Beginning at that time the United States De 
partment of Agriculture, cooperating with the government of Latin 
America, started a program of experimenting with natural rubber. 

Rubber has had two great difficulties in Latin America, one with the 
roots of the trees, and one with the blight which attacks the leaves, 
either one of which could destroy it. You will find at Belem, up on 
the South bank of the Amazon in the northern part of Brazil, w 
have a great rubber experimentation. There on an acreage of about 
10,000 acres they are demonstrating that the three-story tree can be 
grown, the base of it from the Brazilian seed, and then the body 
of it, the best of the East Indies trees, and the top, which is the second 
graft, is a top that is resistant to blight. As a result of this coopera- 
tive research, I am thoroughly convinced that rubber can be grown 
in the hemisphere anywhere from Vera Cruz down to Central Brazil, 
including Peru, Bolivia, and all the countries between there and up 
north, including Haiti and the Dominican Republic. There is an 
experimentation station on a 400-acre tract in i, aiti, and then com- 
ing across into Costa Rica is one of the great experiment stations 
with rubber. 

This three-story tree has been perfected to the extent that nurseries 
are set up, and it is in supply suflicient to be distributed to individual! 
farmers and to larger plantation growers. 

And you go just across to Africa, on the hump of Africa, in Liberia, 
and you find one of the greatest rubber plantations in the world that 
is being grown from just exactly this type of rubber plant. 


PRODUCTION OF QUININE 


We found another thing during the war, that we had lost control 
of quinine, of the cinchona tree, which furnished one of the few 
specifics that medicine has found for disease, and we take it for 
granted that malaria is over. I notice the Public Health Service has 
warned us that the boys returning from Korea are, many of them, 
infected with malaria, and that it could very easily be spread again 
among our people. In a country where we have had such great 
medical scools and such fine public health services we take it for 
granted that once you overcome a disease in a country, that it is 
gone forever. 5 

The truth of the business is, smallpox could come again with its 
blight if we stopped vaccination, and malaria, which has never been 
daunted around the world, and which is still one of the world’s great 
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killers, we find our soldiers meeting in Korea now, as they did in 
World War II, when they met it in ‘the Southwest Pacific. 

Consequently, we started to revitalize the old quinine trees during 
the war, and you find all through Central America and Latin America 
that the experiment stations have carried this work along. 


OTHER AGRICULTURAL RESEARCH AND EXPERIMENTATION 


And so the research has continued. Likewise, in the high Andes, 
it is hard for us to realize that much of Latin America has a very 
high altitude. The capital of Bolivia, for example, when you land 
in an airplane, you notice is 13,404 feet above sea level, and the people 
live there. In fact, La Paz is a city of approximately 350,000 people, 
and as you go on north of there, into the high Andes plateau, around 
Lake Titicaca and on across into Peru, where so many people still 
live and earn their livelihood at that high altitude of between twelve 
and thirteen thousand five hundred feet, an experiment station has 
been set up to demonstrate the kind of things that can be grown 
there to improve the life of the people. 

One thing is the eucalyptus tree. La Paz has the eucalyptus 
growing in “large numbers. An experiment station is undertaking 
to prove that even at that high altitude timber can be grown to meet 
the needs of the people. 

Further than that, I saw growing on the great station there in 
the area work conducted by Dr. W inters, one of our ablest scientists, 
Kentucky blue grass, lespe “leza of various types, yellow hop clover; 
[ saw as fine vetch growing as you will find any where in this country 
In fact, we lifted it up and it’ was running out to the length of 5 to 
6 feet. 

I saw Korean alfalfa growing at that high altitude, and the sheep 
of the area grazing on it “would surprise you as to the size and quality 
of the animals and their wool. 

The people have to live under a very hard situation. But in the 
valleys of Bolivia you have about as fine land as you would find any- 
where, but it is in the southern part of the country and there research 
is being carried on and demonstrations showing the fact that you can 
grow corn quite similar to the corn in the great corn-growing belt of 
the United States. 

I mention all of this to illustrate that agriculture is important; 
it is important to us that their agriculture “be improved. And the 
programs which we are undertaking with them are to enable them 
to increase the production per acre and the production per man. 

I pointed out how primitive the equipment is. Personally 1 do 
not think that you can move too rapidly from the primitive, but you 
must follow in a measure the same processes which we used in our 
own country in developing step by step through simple technology 
to new types of equipment, nonmotorized, and that we are under- 
taking with their cooperation to do. 


PUBLIC HEALTH PROGRAM IN LATIN AMERICA 


Coming back to the matter of health. The work under the Public 
Health Service e and the Institute of Inter-American Affairs is one 
87360—51——28 
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of the most stimulating and outstanding things you find on the Con 
tinent. It is valuable not only to them ‘bee ause the : average life span 
in Latin America is quite short, less than 35 vears, but ‘because the 
diseases which are common among them are the diseases which are 
common all over the tropical areas of the world. We likewise have 
the constant threat with the airplane and with the growing com 
munications with the people of outbreaks again in our country. 

We have overcome yellow fever, for example. I see a warning in 
Panama that there is likely to be an outbreak of yellow fever there 
within the year, judging from the fact that the monkeys again seem 
to be infected with the disease, and that the yellow fever mosquito is 
still not completely exterminated. 

So this health program is good, not only for the country, but it is 
good for us and for the health of our Nation as well. 

In the next place, it is enabling the people to work with a little bit 
more vigor than a man can, who has chills and fever. I doubt if any 
man here who has never lived in a malaria country ‘knows anything 
about chills and fever. 

Senator Grorce. Oh, yes, Doctor. I know. I have experienced it. 

Dr. Bennerr. I know what it means to have the chill day and the 
off day. These people are under that situation down there right now. 
Better health means their ability to earn more, to work better, and 
in this whole program we are trying, cooperatively, to increase their 
earnings and their work. 


WILLINGNESS TO WORK OF LATIN AMERICANS 


Senator Green. May I ask if the ability to work means they do more 
work ? 

Dr. Bennerr. That is right. The man can work more when he 
feels more like working. 

Senator Green. I don’t mean can he; will he? 

Dr. Bennett. If he is willing to work and has chills and fever, and 
every other day cannot work— 

Senator Green. When you increase their ability to work, do you 
find by experience that they are more willing to work ? 

Mr. Mitxer. If I may interpose, that is my experience, Senator. 
My father has run for m: iny years, the largest industrial establis! 
ment in the Republic of Cuba, and I do not think there are 10 non 
Cubans in his organization today. Some of the finest laborers and 
some of the finest mechanics in their organizs ition that he as an en 

gineer has ever come in contact with are in that organization. 

Senator Green. The reason I am asking is that I found in other 
parts of the world that the willingness to work does not depend on 
health. They say, “I don’t feel like working so I won’t work today. 
1 would rather have my time to myself.” 

Dr. Bennerr. Mr. Firestone’s testimony is that on his great rubber 
plantation, the health of the people having improved, the native labor 
which he has is entirely satisfactory, and I think you will find, as 
Mr. Miller has pointed out, that when they are physically able to 
work, they want to work. 

To say the least of it, the per capita earning power of one of the 
Latin-American republics is still less than $100 per year and it is only 
in four of them that they have increased to more than $200 per year. 
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Senator Green. To follow up the point, because I would like to 
make it clear for my own sake, in Indonesia I talked with American 
manufacturers who had set up factories there. They said the Indone- 
sians are very intelligent, very admirable workers. The only trouble 
is that they don’t come regularly. The superintendent would find on 
Monday and Tuesday that they would come to work, and Wednesday 
and Thursday they did not come. He went out to find out what was 
the matter. He asked, “Are you sick?” “No, we have enough to eat 
inthe house. Why should we go to work ?” 

Dr. Bennett. I think you will find that different among the Latin- 
Americans, and I want to point out a thing which has grown on me 
in Latin America as I have visited the countries. They are our kind 
of people. I mean, they come from European stock, and while you 
have an admixture of Indian blood in some of these countries, particu- 
larly in Peru and Ecuador, and in Bolivia, and Paraguay, even so, 
they come from the old Inca Empire, and a thousand years ago they 
had built up an industrial system all their own. It was simple, but 
it worked, and the Incas, living as they have in Ecuador and all 
through that area, in high altitudes, are more disposed to work. 

But the basic stock in Latin America is European, and you feel 
very much akin to them as you travel from country to country. T had 
the feeling all over Latin America that I was very much at home. The 
language is different, but they are people who have been brought up 
in the western civilization. They are from the colonies of Spain, 
primarily, and from Portugal, with an admixture of German and 
English and other European stock. 

But I think that one other man is here who has had experience 
with that kind of labor down in lower Bolivia; if I am not mistaken, 
Mr. Fryer, haven’t you worked with these people who were sick and 
who, after treatment, came back to work in the milling industry down 
there ¢ 

Mr. Fryer. Well, I went down for the Export-Import Bank several 
years ago to establish an agricultural processing industry as a part 
of our general interest to inspire production in Bolivia, and to edie 
us of the necessity of diverting shipping from the United States to 
feed that country. It was during the war. 

One of those projects was a sawmill project near the city of Santa 
Cruz. It was in a malarial area. Yellow fever had been in the 
general region. I had 142 men working on this particular project. 
I went in one day and found that 82 of them were down with malaria. 

At that time I was not associated in any way with the Institute of 
Inter-American Affairs, but I did call on the Institute to provide 
malarial control, which they did with DDT in cooperation with the 
Bolivian Government. They were able to reduce the malaria to a 
point where we were able to get those people back on their feet and 
reduce the incidence of malaria to about 15 percent, which in the few 
short weeks we thought was r: ather good. It made it possib le for us to 
go ahead with a program that we could not have proceeded with had 
it not been for actual malarial-control measures. 

Is that what vou wanted / 

Dr. Bennerr. That is what I had in mind, the fact that when they 
were well they came back to work. That is the point. 

Senator Green. My question is not to question your statement 
that they were better able to work when they were healthy than when 
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they were diseased. That follows, necessarily. My question was 
whether they wer eager to work, and would they like to work? 

Dr. Bennerr. Senator, I would like to answer the question final], 
with a statement of what I have found. 

You will find Latin-American labor quite similar to the labor 
the United States, given the same conditions under which they ca; 
work and health conditions being similar. 

Senator Green. Then may I ask you another question in that 
connection ¢ 

Dr. Bennerr. Certainly. 


LATIN-AMERICAN CONTRIBUTIONS TO THE PROGRAM 


Senator Green. I think Mr. Miller’s statement that the amount ot 
our contribution was less than a third of the total contribution, that is. 
that they contributed three times as much or over three times as muc 
as we do, may need explanaion, for I noticed in Bolivia here, unde: 

“Health and Sanitation,” the United States help was $597,000 and 
local contributions only $292,000. If it isso important to Bolivia, w hy 
doesn’t Bolivia do much more than we do? 

Dr. Bennerr. Mr. Miller’s statement was as to the average for thi 
area, and his statement was correct. 

The case in Bolivia is simply this. Bolivia has probably produced 
more gold and silver and bullion generally to the world than any 
country on earth, and yet there has been less of it left at home. That 
is, under the period that it was Spanish territory and a colony, every 
thing went out, and there has been very little left, and the econom) 
of Bolivia, a land-locked country, is poor indeed. Yet it has a great 
potential, I think as great as any country in Latin America. But it 
is poor now, and one of the biggest troubles it has had is this disease 
in the lower end of the country, and then on the other hand, disease 
which came from no care of the miners in the mining operation itself. 

But Bolivia’s desire is to help. In fact, I was in Bolivia when they 
set up 19,000,000 Bolivianos, which is not a great amount of money 
to us, but which is large to them, to aid in the : agricultural program 
at the time. 

Mr. Mixier. Senator, I think that if you look at some of thes 
programs you will see how it does average out. For example, in 
Brazil, in the rubber development 

Senator Green. Dr. Bennett was talking about Bolivia, so I looked 
up Bolivia on the chart and that is what I found, that our contribution 
in total was $775,000 and the totals of Bolivian contributions were 
$595,000. 

Dr. Bennerr. Under our agreements, Senator, we have this clause. 
In every instance it is cooper rative. In every instance they pay some 
thing, and the law provides that there shall be—well, I have a copy of 
one of the agreements here. We carry in the point 4 agreement every- 
where this clause : 

The Government of Bolivia agrees to bear a fair share of the cost of technical 
cooperation programs and projects. 


And that fair share is determined by their ability to pay. 

In other words, if the Mayo Clinic did not carry some such scheme 
as that in their setting of fees, and charge some people a little bit more, 
then certainly many would not have the benefits of treatment at 
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Mayo’s which they do, and we try to average it out so they pay at le: 
one-half of the program, but Mr. Iverson and his organization ss 
worked out a program for a long time with the Latin Americans, and 
the Latin Americans are willing to carry their full share up to the 
limit of their ability to pay. 

Isn’t that your opinion, Mr. Iverson ? 

Mr. Iverson is the president of the Institute of International Affairs. 

Mr. Iverson. Yes, sir. 


SITUATION IN BOLIVIA 


Senator Green. Our interest in Bolivia is a material interest in that 
area, especially in its tin, is it not? 

Dr. Bennerr. That is right. 

Senator Green. Great fortunes have been made in tin in Bolivia, 
have there not ? 

Dr. Bennerr. Great fortunes have been made in Bolivia in gold; 
great fortunes have been made in silver; great fortunes have been 
made in tin. 

Senator Green. Is any use made of our contributions to this devel- 
opment to see that these profits are more widely distributed among 
the people generally / 

Mr. Mintzer. Yes, Senator Green. I will deal with that. Of course, 
tin is the basis of the entire economy of Bolivia. It is not only the 
source of profit to stockholders of corporations, but it accounts for 
about 90 percent of their total foreign exchange, and also supports 
the largest group of labor in the country. Labor has had three rounds 
of wage increases in Bolivia since the end of World War II. 

Now, there is no question that Bolivia’s fiscal house needs to be put 
in better order than it is now. We indirectly contributed to the cost 
of a UN financial mission which went down to Bolivia and made cer- 
tain very good recommendations about their tax structure, and 
forth. We have also made available technical assistance under Dr. 
Bennett’s program. We are working in the direction that you sug- 
gest, Senator. 

Sentai Green. It was pointed out that these large fortunes were 
made in Bolivia, principally in tin. 

And then we make these larger contributions than they make to all 
the other means of developing the country. They might be tied up 
in some way or other so that the nationals who make these lar ge sums 
or the individuals who have these large profits, might contribute 
them for these other purposes. 

Mr. Mitter. Sir, I think that the impact of Bolivia’s taxation sys- 
tem on the tin industry today is so high that the problem is in the 
other direction. I think the tax rate borne by the tin companies has 
gone up so high that the problem today is one of marginal production. 

Senator Grorcr. All right, Dr. Bennett. 

Dr. Bennerr. Bolivia is capable of feeding its people, of increas- 
ing agricultural production to the extent that it can be not only self- 
sufficient, but able to supply food to its neighbors by the deve ‘lopme nt 
of the South Central and Southern areas of Bolivia. And in that 
area the agricultural program is at work. 
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EDUCATION PROGRAMS 


Further than that, the educational program is aiding in the same 
general direction. Bolivia is as good an example as any, and located 
as it is in the central western part of the continent, the income of the 
people must be increased if they are to be full members in this West 
ern Hemisphere defense. It is our belief that the only way you can 
have more is to produce more. That means not only for the country 
to produce more over-all, but for the individual to produce more, and 
our whole program is pitched in that general direction, to increase the 
productive capac ity of ever Vv person in the countr V. 

Illiteracy is high, and runs through Latin America from about 32 
percent illiteracy in one or two of the Central American countries, to 
more than 90 percent in some of the rest. 

Senator Know.Lanp. Might I interrupt there a moment, Doctor ? 


CIIANNELS OF TRADE WITH BOLIVIA 


Normally what is the channel of trade, say, with this country o1 
tin ¢ 

Where do they move their exports and imports? 

Dr. Bennerr. From Bolivia? 

Senator KNow.Lanp. Yes. 

Dr. Bennerr. It comes down to the coast. Being landlocked is a 
great handicap. Paraguay, on the other hand, is landlocked but it 
has a great river which is its outlet on the one hand, and then through 
Argentina and through Brazil. This great river, which comes down 
past the capital here, comes through Arge ntina and makes their com- 
munications difficult. Bolivia is forced to get to the coast through 
Peru, or through Chile. Of course that is one of the things that is 
the biggest trouble in Latin America, the matter of transportation. 

For example, you cannot cross north, south, east, or west anywhere 
except in a plane, with the exception of the railroad from Argentina 
to Chile. For that reason, we have encouraged civil aviation. Their 
great airports are going to have to continue to carry much of the load. 
‘Take a country like Ecuador, which has a great potential. It is set 
off from its great port, in the main, in much of the year, on account 
of inadequate transportation. 

Now, we are building a road connecting up southern Bolivia—I say 
“we are”; the Export- “Import Bank and the Government of Bolivia 
are building it, connecting this area in here. 

When that is done, one of the biggest problems in Bolivia may be 
solved. 

Just look at Brazil, with its tremendous area, with less than 3 per 
cent of the land under cultivation, and yet you find the greatest diff 
culty covering the country anywhere except by plane. 


I think, Senator, the lateness of the hour and all, and I do not know 
what your hours are—— 


Senator Green. We haven’t any. 

Senator Grorce. I do not know, myself, Doctor. I haven't been 
here for some 2 or 3 weeks. 

Senator Loner. I would like to bring up a procedural matter after 
these gentlemen have gone. 

Senator Grorer. Senator Smith, have you any questions of Dr. 
Bennett ? 
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CONTRIBUTIONS OF LATIN AMERICAN COUNTRIES 


Senator Smiru of New Jersey. I do not see, Dr. Bennett, any table 
indicating the contribution these countries are making as a whole 
against our $18,000,000. 

Dr. Bennerr. That document will be filed with the record. 

Mr. Mitier. You would like the total figures? 

Senator Smiru of New Jersey. The statement was made that it 
was about 3 to 1, which would mean that they are putting up about 
$60,000,000. 

Dr. Benner. That is for the programs which we conduct through 
the Institute and Agriculture, the whole point 4 program. and that is 
technical assistance. That does not relate to the military program. 
Again, Il am unacquainted with that. 

Senator Smiru of New Jersey. The military program is a 
this $22,000,000, as a matter of f: ret, of technical assistance. 

Dr. Bennerr. That figure is just for technical cooperation, the 
projected program for the year in which we are now. 

Senator Smirn of New Jersey. What I am asking you is whether 
these countries are putting up three times that for this interior de- 
velopment ¢ 

Dr. Bennerr. They are willing to do that. We cannot negotiate 
programs except to continue what we have month by month, unless 
the program is passed by the Congress. The program under which 
we operate, you see, is a program with a total of $11.320.458, and we 
can file figures for the program that is concluded in June 1951. 

Senator Grorce. You mean that that is the contribution of those 
people ¢ 

Dr. Bennerr. Those people. 

Senator Grorcr. Either in money, in time, in labor, or in work? 

Dr. Bennerr. That is right. In the main, it is in money. 

Senator Smirn of New Jersey. I am still not clear in 
my question, 

Let’s take fiscal 51, where you do know your figure. That is $11,- 
O00,000, 


part of 


answer to 


Now, did they contribute in fiscal “51 a total of three times that 
or S380,000 000 4 

Dr. Bennetrr. Approximately that. 

Mr. Mitier. Senator, I think you put your finger on what is a 
very important limiting factor in regard to these programs, and that 
is the fact that we have ‘always required them to pay their way. 

Senator Smiru of New Jersey. I understood that you did. 

Mr. Mituer. There isa ceiling on how far we can go. 

Dr. Bennerr. It is cooperative all the way through, and each of 
the contracts which we sign makes the provision that they pay a 
fair share of the program, and they are willing to do that and more. 

You take a country like Brazil, for example, where their economy 
is stronger. They pay in health and sanitation—what is the figure 
there @ 

Mr. Iverson. The last complete figures that we have are 1950 figures. 
The reason we do not have 1951 in final form is that the figures are 
still coming in from the third part, the State contributions in the 
hinterland, but in 1950—should I give the Bolivian figure first ¢ 

Dr. Bennerr. Yes; that will be fine. 
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Mr. Iverson. The Government and the States of Bolivia in 195) 
contributed to the health and sanitation program $520,677. 

In that same year the United States contributed to that fund, th 
joint fund to which the Bolivian Government contributed, an ever 
$100,000, so the program money was on a basis of 5.20 to 1. 

Now we, in addition to that, provided American technical aid. 
American technicians, that cost about $122,000, so the figure in 1930 
was still a little over 2 to 1, including the salaries of Americans. 

Senator Green. On this table here that was given to me, I find the 
figures for Bolivia were given for 1951. 

Mr. Iverson. Yes; the figures for 1951 are the last figures we have, 
but they will be rather substantially increased in the next 2 op 9 
months as we get the final figures from all of the projects in Latin 
America, and there are approximately 2,000 where we do not have 
the final local contributions. 

Senator Green. Is there any note to show that these are not the 
correct figures for 1951 ? 

Mr. Iverson. I think there is, sir, May I explain that there are two 
sources of funds that are made available. One. by the governments 
themselves in their agreements obligate themselves to make a specific 
contribution. 

Then, during the year we have found over the last several years 
they increase their contributions throughout the year. 

In addition to that, local states, cities and communities make con- 
tributions to the same programs, and the total is generally about 50 


= 
percent higher than the contributions obligated in the agreement. 


COMPLETENESS OF THE FIGURES FURNISHED 


Senator Green. I do not see where it says, aS you say now, thiat 
these are not complete figures. It says here, on the title page, “Conti 
dential Comparison by Function, TCA Programs Authorized for ‘5! 
and Proposed for 52.” 

Mr. Iverson. I believe it is practical to say that those are the agree- 
ments themselves, the figures in the agreements. 

Senator Green. It says “Authorized.” What does that mean / 

Mr. Iverson. Authorized by TCA to be expended for projects in 
Latin America. 

Senator Green. Then you do not think it is correct for their figures, 
or it is not correct for ours? 

Mr. Iverson. It is not complete for theirs. Their figures will be 
increased. 

Senator Green. It would be enlightening if that were stated here 
somewhere. 

Of what use are the figures if they are just incomplete ? 

Mr. Iverson. I can give you the total figures for 1950 for health 
and education and food programs. They amounted to $17,000,(i(i) 
contributions from the local governments and $1,968,500 from the 
United States. 

Senator Green. The figures I spoke of were as to Bolivia, and the 
are for health and sanitation. The total United States cost is shown 
as $397,236; local contribution, $292,000, | Classified. ] 

Mr. Iverson. Those are the figures that are in the agreements, but 
unfortunately it appears it apparently is not quite clear that it doe 
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not inelude the additional contributions which the governments made 
during that year. 

Senator GREEN. Is that true of all countries, Mr. Miller? 

Mr. Miturr. Mr. Iverson operates these programs. I would prefer 
for him to answer. 

Senator Green. Is that true of all countries ? 

Mr. Iverson. Yes, sir. 

Senator Green. Then none of these figures is correct. Is not that 
another way of saying they are not correct 4 

Mr. Iverson. The ‘document is a tabulation of “ bilateral tech- 
nical cooperation program in Latin America for fiscal year 1951 
and a comparison of that program with what is proposed for fiscal 
year 1952. The figures on the United States contribution are correct. 
The figures given for the contribution of the local government are 
based on figures i in the project agreements between the United States 
Government and the local government. The figures for contribution 
by the local government do not reflect amounts which are put in dur- 
ing the year by the local government which are in addition to the 
contribution specified in the agreement. Neither do they reflect the 
amounts which may be put in by State and municipal governments. 
For that reason, the figures on contributions for the local government 
are preliminary and are the most current information available. They 
will be revised when we receive complete information on project oper a- 
tions for fiscal year 1951 and they are expected to be substantially 
larger than those shown here. The ratio of three to one to which both 
Mr. Miller and Dr. Bennett have referred is based on complete figures 
for fiscal year 1950, and is an average figure for all of Latin America 


RELATIONSHIP OF LATIN-AMERICAN PROGRAM TO TECHNICAL ASSISTANCE 
IN OTHER AREAS 


Senator Smrru of New Jersey. Do I understand your work is limited 
to Latin-American countries, or are you an adviser in the Fart East, 
too? 

Dr. Bennett. Yes, sir. 

Senator Smiru of New Jersey. You have charge of the technical- 
assistance program ¢ 

Dr. Bennerr. Yes, sir. 

Senator Smirn. Isn’t this a different kind of program than that 
which Mr. McGuer reported to us last week on the Middle East ? 

Dr. Bennerr. The Middle East is a recommended program. This 
is an extension of the program that is now in operation. 

Senator Smirn of New Jersey. The program that Mr. Rockefeller 
first handled in South America? 

Dr. Bennerr. Exactly. 

Senator Smrru of New Jersey. Is this the successor of that ? 

Mr. Mitier. It is a continuation of it. 

Dr. Benner. It is a continuation. 

Senator Smiru of New Jersey. It is a little different technique from 
what we are considering in other parts of the world ? 

Dr. Bennerr. Ex cactly ; but in every country where we have made a 
point 4 agreement we have put the provision, and it has been part of 
the contract, that the host country will pay a fair share of the cost 
of the program, and in every instance we have pointed out it is not a 
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ve-away program but a cooperative program. I mean, it is a pro- 


gram where the cost is a shared cost. 


RELATIONSHIP OF POINT 4 TO MILITARY-ASSISTANCE PROGRAM 


Senator Smirn of New Jersey. As you are aware, and it is a little 
late to go on with this now, I think it is a ver y important point in con- 
nection with this whole point 4 end of this bill, that what we have 
tried to do with this bill primarily was to recognize the military 
pressures on us now and to bring in the economic aid with the milit: ar'y 
aid. The economic aid is put in the first part of this bill as part of the 
military aid. Apparently the point 4 program has nothing to do 
with the military exigencies at all. We are simply there in terms of 
reviving or building up the welfare of these people and their manner 
of ~ ing. It has no relation to the military situation. 

Miter. No direct relation. 

aire Samiru of New Jersey. Yes. 

Dr. Bennerr. No direct relation. The relation is indirect with thi 
primary objective of improving the economic and political stability 
of these countries. 

Mr. Miter. Always in the past, Senator Smith, the appropriation 
for the Institute of Inter-American Affairs and other technical 
cooperation programs has been handled by separate legislation which 
has stood on its own feet. This year the decision was made to in 
clude all foreign-assistance programs in one bill. 

Senator Smiru of New Jersey. Mr. Chairman, I can think of a 
lot more questions, but I am wondering, now that it is past 1, and 
someone probably has luncheon engagements, as I have, whether we 
can adjourn to meet again. 

Senator Grorce. I understood that Dr. Bennett would be the last 
witness. 

Mr. Miuier. On title IV we are through subject to the committee's 
convenience. 

Senator Grorce. That was my understanding. Senator Lodge says 
he has a procedural matter he wishes to present. 

This is all, when we finish with Dr. Bennett. 

Senator Smirn of New Jersey. I just wanted to make it clear, so 
far as I am concerned, that I think we have a big question to consider 
when we write up this bill. At this time are we going to be able to 
take on as large and expanded a point 4 program or can we lighten 
the pressure on us financially. I understood the whole business was to 
be tuned in with the military situation, and we were going to try as 
far as possible to eliminate other expenses at this present time in this 
year’s budget. That is more a question for Senator George and his 
committee. 

We seem to have two parts to this bill. One is the military part, 
with which we have geared in the old ECA economy. This is a total 
ly different subject of technical aid. I am not opposed to it. I think 
the principle is sound, but can we afford it this year with the pressure 
we are under with our military program / 

Senator Lover. Should it be in this bill? 

Senator Smiriu of New Jersey. Or, should it be in a separate bill! 
[ think that is a fair question. 
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Mr. Mitter. Where it should be is the province of the Congress to 
determine. We are interested in the substance of the program, in 
being able to continue the 2,000 projects we already have, that we have 
been . working on for 10 years since Nelson Rockefeller founded the 
Institute of Inter-American Affairs. I think it would be tragic if 
these programs are not continued. 

Now, as to the relationship of technical cooperation programs in 
Latin America or the Middle East to the over-all security problem, 
I think there is a clear relationship, Senator. General B olté testified 
here this morning that in his opinion, one of the principal contribu- 
tions that Latin America can make to their own secur ity and to our 
security is to maintain order at home. 

Now, we are going to help them in that problem by eliminating the 
pemiiens. or helping to eliminate the conditons, that make many 
of those countries down there a very fertile breeding ground for com- 
munism. 


IMPORTANCE OF TECHNICAL ASSISTANCE PROGRAMS 


Senator Smirn of New Jersey. I think that is true. I think those 
are related, but of course we have had a problem right straight through 
in considering the next ch: apter for ECA, for example. 

Senator SrarkMAn. Mr. Chairman, may I ask this question’ As I 
understood it, Dr. Bennett’s program is not confined by any means to 
Latin America but it is world-wide. His testimony this morning has 
been limited more or less to Latin America. Is it not planned that 
Dr. Bennett will come before us again / 

Senator Grorce. I am not able to answer that. Mr. Wilcox? 

Dr. Witcox. The schedule calls for his appearance today, also in 
connection with the Far East if the committee wants him. 

Senator SparKMAN. Somehow it seems to me that it would have been 
preferable had Dr. Bennett come on some day to discuss the over-all 
technical assistance program, rather than tying it in with any one 
particular area or region. I think a good many of us have a good 
many questions we would like to ask about this program everywhere. 

Senator Smiru of New Jersey. 1 think it may be one of the most 
important programs we are doing anywhere in the world, and just 
as Important as the military. I am not questioning that. I am ques- 
tioning the philosophy with which we approach our military and eco- 
nomic combination. 

Senator Sparkman. I think it is one of the most important means 
of getting those effective allies that our Senator from Massachusetts 
talks about on Meet the Press as well as on the Senate floor. 


RECESS 


Senator McManon. May I make a suggestion, Senator? There are 
some questions I have of Dr. Bennett, and I am not able to ask now; 
would it be convenient for Dr. Bennett and the members of the com- 
mittee, in view of the importance of the matter that I understand 
you want to raise, Senator Lodge, to have Dr. Bennett back this after- 
noon say, if we meet at 2:30 for an executive session and see the Doctor 
at 3 o'clock? I am very anxious to get through with.these hearings, 
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but I do think we should hear more from him than just in relation (, 
South America. 

Senator Lover. The suggestion is to recess now to 2:30 and hay 
Dr. Bennett come back at 3. I think that is a good suggestion. 

Senator Grorce. The suggestion is that we recess now until 2:30. 

Senator Loper. And have an executive session, and immediate], 
following the executive session hear Dr. Bennett. 

Senator Grorce. Would it be possible to have the executive sessio. 
now, or would it take too long ? 

Senator Lopée. It would not take me very long to do what I want 
todo. I would just as soon do it now. 

Senator Grorce. Dr. Bennett, you can be back this afternoon at 
2:302 

Dr. Bennett. I will be here at 2:30 if that is the desire of the com- 
mittee. 

Senator Grorcr (acting chairman). We will excuse all of the 
witnesses, then, and go into executive session. 

(Whereupon, at 1:10 p. m. a recess was taken to permit the con 
mittee to go into executive session on procedural matters. ) 


AFTERNOON SESSION 


The committee reconvened : :40 p. m., pursuant to the noon 
recess, Senator Connally presi a. 

Present from the Committee on Foreign Relations: Senators Con 
nally (chairman), Green, McMahon, Fulbright, Sparkman, Wiley. 
Sinith of New Jersey, Hickenlooper, and Lodge. 

Present from the Committee on Armed Services: Senator Knowl- 
and. 

(Senator Byrd, acting chairman of the Committee on Armed Serv 
ices during the absence from Washington of Senator Russell, was 
absent, presiding as acting chairman at a previously scheduled meet- 
ing of the Senate Committee on Finance.) 

The CuarrmMan. Were you examining the witness, Senator Smith? 

Senator Smirti of New Jersey. I think I was probably the last one 
to ask a question. 


GLOBAL TECHNICAL ASSISTANCE PROGRAM 


What I am interested in, if I may continue for a moment, is to ask 
the doctor if he can give us in not too great length, his over-all con- 
ception of this whole program, world-wide; how he is breaking it 
down and how we can limit the money on it at the moment when we 
are so hard-pressed for the military program. 

I believe this is one of the best approaches we have to world peace 
in the long run, but at this time I believe this committee must con- 
sider the minimum amount for the very necessary things because we 
have to put so much into the military budget. 

Perhaps you could give me a little high- spot picture of your con- 
ception of it and what we can do this year and in future years. 

Dr. Bennerr. The operating budget which we have for the year 
1951 was $35 million, world-wide. That included not only bilateral 
but multilatera] agreements, as well. 

Consequently, the operating budget which is allowed month by 
month, is on that basis now. 
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Acting on the direction of the statute passed by the Congress and 
with this limited sum, we have made agreements with 32 “different 
countries around the world. 

The Cuairman. Did you hunt them up or did they hunt you up? 

Dr. Bennerr. They hunted us up. 

The point 4 program was given world-wide publicity by press and 
radio and was accepted with acclaim by religious bodies, by labor 
organizations, by farm organizations throughout our own country 
and through our American . Embassies in other countries the requests 
came. 

NUMBER AND NATURE OF POINT 4 AGREEMENTS 


We have entered into formal contracts with each of these countries, 
32 in number. 

The countries are these: 

Afghanistan, Bolivia, Colombia, Costa Rica, Cuba, Dominican 
Re public, Ecuador, Egypt, Eritrea, Ethiopia, Haiti, Honduras, 
India, Israel, Jordan, Lebanon, Liberi: 1, Libya, Mexico Nepal, Nicara- 
gua, Pakistan, Panama, Paraguay, Peru, Saudi Arabia, and Uruguay. 

In each instance the request originated from the host country, and 
in each request the provision was included that the host country pays 
a fair share of the cost of the programs, and that is a part of each 
of the contracts which we have entered into. That is the over-all 
agreement. 

REQUESTS FOR TECHNICAL ASSISTANCE 


Once the over-all agreement is reached, then specific requests come 


within it. In the main, they are in the field of agriculture, health, and 
sanitation, and basic education. 

In addition to that, we have had requests for water surveys in that 

vast area of the world where water is the difference between growing 
crops and failure and where water is the difference between daily liv- 
ing and the failure to live. 

We have 11 requests for mineral surveys. We have had requests 
for assistance in the study of road conditions because many of the un- 
developed areas are practically without transportation. 

Take for example Africa, which is the second largest of the con- 
tinents. More than 4,500 miles from north to south—that is from the 
Mediterranean to the Cape, and 4,500 miles across from Dakar across 
to the east. 

You cannot travel by any means, railroad, or dirt road, or any of 
the common means of transportation, except by air, so many of the 
countries have requested transportation studies and systems. 

Those are the major fields wherein we have had requests at the pres- 
ent time, in addition to supplementary requests from Egypt, for ex- 
ample, in the development of their social betterment. 

Senator Smiru of New Jersey. What is your corresponding figure 
for fiscal year 1952? 

Dr. Bennerr. It is pretty hard to figure it out here, but it is not 
a large amount. It is less than $75 million, as I recall it. 

It is my deliberate judgment that this program, if carried out in its 
entirety around the world on the simple method which we follow, be- 
ginning at the grass roots; a shirt sleeves approach, down where the 
people : are; in the long run we will reach more people, and increase 
the productivity per man. 
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Remember, these are our best customers. They buy about 50 percent 
of our exports and we receive from them practically 50 percent of ow 
imports. It seems to me like good business, if nothing else, to en 
courage and stimulate this kind of development. 

We have not gone into expensive development. 


INCREASE IN UNITED STATES PRODUCTIVITY 


I think one of the greatest things that has happened in this country 
we have overlooked, that is that the development of the tee hnology 
in our country has been from the primitive tools of 100 years ago, 
the hand sickle to the scythe to the cradle to the MeCormick reaper— 
all nonmotorized—and in like fashion with the plow. The simple 
plow of the old pioneers was a crude thing. If you look at it in the 
museums now you cannot see how they made a living with it. However, 
they did. 

We had the gradual development of the plow from a single shov 
toa double shovel. Then the go-devil, then the walking cultivator an 
if vou will follow that through, each step you stepped up the produ 
tion per man from two to eight times. 

That is the way we have increased production in this Nation. It is 
the greatest miracle in all the history of production in the world—tly 
deve elopme nt in the last hundred years of the science and technology 
which has made our Nation the most productive nation agricultural) 
the world has ever known. It has been done step by step. First in 
creasing the amount of production per acre, but primarily making it 
possible for one man to do more and more and thereby increasing the 
individual production per man. “You can’t have more unless. you 
produce more” applies to individuals as well as nations, and the farmers 
have been able to meet not only their own needs but to meet the needs 
of the world as well. 

One hundred years ago, according to the Department of Agricul 
ture—and I am sure the figures are correct—it took 85 percent of all 
the people on the land to produce enough for themselves and 15 others 
who were in business, commerce, professions, and government. Nov 
it isreversed. At the end of 100 years, 18 percent of our people produce 
all that they need, all that the country can consume, and a surplus to 
feed into markets of the world. 

Senator McManon. I wonder if that isa good thing. 

Dr. Benner. It has made our country the most productive nation 
on earth. We could not have had a great industry without the labo: 
which was released by that process to go inte industry. Our country 
could never have become the productive nation it is. 

At the beginning of World War II, we were producing about 30 
percent of the goods of the world. We are approaching 50 percent 
now and we are gaining step by step in production, both on the farm 
and in the towns. 

My guess is before another census comes around, you will find we 
are producing 50 percent of all the products of the world. 

That merely puts us in a position of where, if we do not build up 
our customers across the sea and teach them the simple things we 
know, we are going to find ourselves in the position where our best 
customers will be unable to buy because they will not be able to pro 
duce enough to make the exchange. 
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GRADUAL INTRODUCTION TO MODERN PRODUCTION METHODS 


Senator Futsricut. Mr. Bennett, the other day we were discussing 
a program in Iran, for an example. It struck me that the figures pre- 
sented here by Assistant Secretary McGhee were not quite in line 
with what you are saying. 

You seem to think we should teach them more of the primitive or 
well not exactly the most primitive but teach them some of the things 
that you me ‘ntioned, like canning, fertilization, and pasturization and 
so forth. Their program seemed to call primarily for the very latest 
machinery. It seemed they were going a little fast, they were jumping 
over this whole 100 years of development that we went through. | 
don’t believe these people are ready to assume the highly-mechanized 
farming that we have. It struck me as being impractical to jump from 
the most primitive type of agriculture into the most modern all at 
one time, and that there would be a great deal of waste and lost effort 
inthat. 

For example, the biggest item I think in that program is combines. 
They do not even have threshing machines over there. I should think 
they would understand the threshing machine and it would cost less 
than the combine. 

They had trucks at $4,000 apiece. They had a few hand tools, but 
the emphasis was on the very latest, modern machinery. 

| doubt if they even know how to operate it or would operate it 
efliciently. ‘There was a question of emphasis in the program. What 
you are saying now appeals to me very much and is my idea of how 
you proceed. It is on a longer term basis that you should look at, if 
you are going to develop a program over 5 or 10 years and you are not 
going to make it into a modern agricultural economy in one year. J 
don’t think the people are able to take it that fast. 

Dr. Benner. Senator Fulbright, I know only the proce dures which 
I have seen tested and proven. The tested procedure of the ages is to 
begin where you are and use what you have and move upward step 
by step. 

Senator Futsricnt. That appeals to me as the proper procedure. 

They are, in a sense, about where we were a hundred ve: a ago, in 
countries like Iran and Turkey. 

The normal procedure in Turkey today is to thresh their grain by 
pulling one of these sleds with rocks imbeded in the bottom of it. 
over their grain. It takes them all summer to thresh their wheat. 
That isthe way it was 2,000 years ago. 

Dr. Benner. That is right. 

Senator Futsricutr. Now to jump from that to a modern Case com- 
bine seems to me to be rushing it a little bit. 

Dr. Bennerr. Frankly, our programs are simple an«l direct. 


NATURE AND ADMINISTRATION OF PROGRAM FOR IRAN 


Senator Futsricgut. Was not that your program that we were talk- 
ing about here today, 6 million dollars for [ran ¢ 

Dr. Bennerr. Tran, under the procedure, would be taken cut from 
wider the program which we are operating. We have a program in 
Iran now. Mr. Fryer is here, who just returned from there about 2 


weeks ago. We have a program in India and Mr. Horace Holmes is 
here, the director of that program. 
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If you men have the time, I think it would be interesting to } 
those men in the field explain to you how our program is operated 

Senator Futsrienr. Do you know whether the program presen! 
here the other day was your program / 

Dr. Benner. Iran is not our program. 

Senator Futsricutr. Whose contract is that? 

Dr. Bennerr. We have the contract with Iran at the present tin 
but it is the intent of the bill, as I understand it, to transfer [ran | 
some other agency. 

Senator Futrricur. Do you know whose program it was we « 
cussed at some length here the other morning? I think it was Th 
day morning. Was it George McGhee / 

Mr. Wircox. It was ECA. 

Mr. Lorrus. Actually the general lines of the Iran program are 
part of the Grady economic mission that went to Iran last sunny 
This has been a very slow-growing animal, this Iran program. | 
program is that the program in Iran be administered by the ECA, 
on a criterion that is a little difficult to design, but it is the size of the 
program and this is a relatively large program for a single coun try, 
as contrasted, for example, with the Arab states, no one of 
would receive more than 10 million dollars worth of aid in aa on 
Mr. MeGhee discussed. And in Iran it is 24 million dollars, which 
2 more ambitious operation, and it was felt for administrative reaso: 
that ECA should handle it. 


BASIS OF IRAN PROGRAM 


The Cuatrman. Why should we give Iran 24 million dollars when 
they have all this oil and bounties and so forth? Why should we give 
them 24 million dollars? 

Mr. Lorrus. I believe, Senator Connally, Mr. McGhee said the ot! 
day that if- 

The CuarrMan. Now just forget Mr. McGhee. I am talking | 
you, now. 

Mr. Lorrus. I would say, Senator Connally, there are certain things 
that can be done in Iran that money alone cannot do. 

The CHatrMan. Then what good is it going to do us, severa 
thousand miles away, to build up Iran ? 

Mr. Lorrvs. I would not personally like to see Iran throw in 
sponge, and say “Nobody loves us very much.” 

The CHatrMan. She has had the sponge in for a good while. 

Go ahead. 

Mr. Lorrvus. I think the basic premise of the thinking in the State 
Department which goes back, as I say, somewhat over a year to the 
time when we sent the Grady economic mission—and there was Mr. 
Leslie Wheeler, who went over to try to find out what you could do 
to strengthen this country which had a long history of being a pawn 
of international politics and competing pressures and was torn with 
internal difficulties—was what could you do to build them up and | 
them know they were on the right side of the fence and were goit) 
somewhere. 

Senator Funsrient. This program was developed by ECA and not 
Mr. Bennett’s organization ? 

Mr. Lorrus. It was the State Department, working with Mr. Ben- 
nett’s organization, which is part of the State Department. 
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IMPORTANCE OF GRADUAL DEVELOPMENT 


Senator Fu.sricur. Here is the point I am trying to make, Mr. 
Bennett: What you say appeals to me very much. It does not seem 
consistent with what they actually propose to do. 

For example, in this program which is given here as a total 
$6,000,000, the first item on it is wheeled tractors at $22,000 apiece, 
for a total of $470,000. The next item is three-plow tractors, and the 
next is two-plow. That totals $255,000. And, the traveling hay 
bailers. I would assume that’s the latest thing. They are only begin- 
ning to use them in many of the places in Oklahoma and Arkansas, 
now. 

They are at $2,000 apiece. A combine-harvester, 6 feet, $2,000 
apiece, fora total of $166,000. A 10-foot one at $3,000 apiece, for 
a total of $117,000. A self-propelled combine. Now that is the latest 
gadget you can get—$4,500 eac h, totaling $126,000. 

My idea of Iran is that it is a country where there would not be a 
half-dozen people who would have the slightest idea of what to do 
with a self-propelled combine. I think we run a danger there of 
wast ing our money. 

I understand your procedure is to give them a little better plow than 
they have, which they might understand how to use: that you find 
water for them, which I can well understand; that you try to teach 
them how to overcome trachoma, which I can well understand. They 
cannot do any work if they are diseased. 

But if vou go in with the population that they have, and supply 
them with $4,500 combines, my guess is that in about a year or two 
those combines would not be worth 2 cents. They haven’t the vane 
idea how to use it. 

That is how I think they have approached it. 

You and I are more familiar with the more primitive economy in 
this country, which is not yet up to this type of machinery in many 
cases. 

Now did you participate in drawing up this program here? 

Dr. Bennerr. No, sir. 

Senator Futsricgur. You did not recommend the use of these self- 
propelled combines in Tran ¢ 

Dr. Bennerr. In Iran the program was detached from our eal- 
culation. However, we have a program there and Mr. Fryer and 
Mr. Holmes are back from Iran and India and they will be glad to 
explain to you our program and how it is operating now. 

Senator Futsricur. I understood the emphasis was to work with 
the people and teach them things like home canning, for example, 
or perhaps teach them the rudiments of refrigeration, so they can 
keep what they eat and will not starve half of the year and have too 
much to eat the rest of the year. 

Look at the proportion here. The first item in the broad break- 
down : $2,669,000 for agricultural machinery, and the biggest items 
Tread to you. 

The CHarmman. They probably would not raise that much agri- 
cultural commodities. 

Senator Futsricur. TI do not think they know how to use that kind 
of machinery. 

87360—51——29 
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The CuatrMan. If they did, they would not raise 2 million dollars’ 
worth, 

Senator Futsricnr. I think you will waste a lot of it, and it \ 
have a bad reaction on the whole program. We go overboard 
first year and things don’t turn out right, and we abandon it. 

As I understand it, you want to go slowly until you gradually mak 
progress and no one becomes disillusioned with the program. 

Here is another item “Water-development machinery.’ 

This is all machinery. It is not working with people or sendi: 
out good county agents or people from agriculture to teach them. 

You spend it all on machinery. The first item is $2,669,000. The 
second one is $2,595,000, for water-development machinery, 

Out of 6 million dollars, there is 5 million dollars of it. That seem 
to be out of proportion with what I thought this program was about 

Senator McManon,. I would like to hear from the man who has been 
down in Iran and see how that can be justified. 

Dr. Benner. Mr. Fryer has just returned from Iran. 


RURAL IMPROVEMENT PROGRAM IN IRAN 


Mr. Fryer. Senator, I can describe the program we have under way. 
It is a program of rural improvement. It is covered by a memoran- 
dum agreement with the Government of Iran. It is covered by a 
joint Iranian—United States Commission for Rural Improvement. It 
is In every way a basic fundamental, simple program that reaches 
into the very heart of those miserable, neglected villages of that coun- 
try. It is handled by teams of five—an agricultural extension agent, 
a nurse-midwife, a doctor, a sanitarian, and a vocational education 
teacher. . 

Each of these teams has a region, and by resolution of the Govern 
ment of Iran, they have asked us to set up 10 regional operations in 
the country. Each team will have attached to it an Iranian technician, 
The nurse-midwife, who in turn works in the Iranian villages, if 
nothing else knows how to boil water, because that will be an im- 
provement; the agricultural extension agent sets up demonstrations in 

villages for poultry, crops, and fruit. "Those things are meaningful 
to the people and will make a good impact on the economy of that 
country. 

There are almost no schools in the villages of Iran, and the vocation- 
al aide is training teachers. These are all men in this case, because the 
school system is a school system designed for men at the present time, 
but they are training to the sixth grade. If we can get sixth-grade 
trained teachers in Iran, we shall at least have made a start on literacy. 

I was on the Caspian 8 weeks ago, and talked to the governor of 
the northern province which reaches around to Russia. We just went 
through villages where the children could not look into the sun be- 
cause of the trachoma on their eyes. Eighty percent of the people 
were down with trachoma and malaria. We were providing DDT and 
the Iranian Ministry of Health had 3800 people working in a sweep 
campaign around the Caspian to eliminate malaria. 

We were told that it used to take 10 men to do what we could do 
with 4 now, because he is getting them out of bed. 

We have a real problem to keep those people around the Caspian 
out of the hands of the Russians. We have a problem in health, 
education, and hope. At the present time they are without the latter. 
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TYPE OF MACHINERY BEST SUITED FOR DEVELOPMENT OF NEAR EAST 


Senator Futsrient. What did you think about all this machinery ? 
Were you placing self-propelled harvesters down among these 
pes asants ? 

Mr. Fryer. No, Senator Fulbright. 

Senator Funsrientr. Do you think there is any use for them ? 

Mr. Fryer. I saw areas on the Caspian where you might use ~— 
as part of an impact program, For ex cample, there are timbered area 
and swamp areas 

Senator Futsricur. Let us put it this way: You have your choice. 
We do not have unlimited means. You have your choice between 
what you are doing here and taking them self-propelled combines. 
Which would you take? 

Mr. Frver. If you asked me that question, Senator Fulbright, there 
is no question about my answer. The answer is that you should work 
on programs in Iran that reach people very directly and where they 
know that you are concerned with them and they see Americans actu- 
ally in association with these primitive, mise1 rable conditions that are 
the prevailing conditions that are in the country. 

Senator Fu.sricur. If we had unlimited sources, we could do it all. 
We could give them Cadillacs, and everybody would like a Cadillac, 
but that is not the situation. You have very limited funds. 

What do you do with it? This seems to be the last thing. If you 
had $6 million, how best would you spend it in Iran? Would you buy 
this machinery or would you do just what you have described / * That 
is my point. This does not look like a point 4 program to me in a 
primitive country. 

They might have use for this machinery in France, but who are we 
to be giving it to them in France? That is not the place for a point 
4 program. They are putting this stuff ina place where it seems to 
be wholly unsuitable. 

I was very impressed by one little personal experience. In Turkey, 
I saw them using one of these Case combines, not as a combine. They 
had taken it off the wheels and had put it on a little stand and were 
using it as a threshing machine. That is a complete waste. A thresh- 
ing machine would not have cost a third of what that combine cost. 

I think it makes us look like fools to send that stuff to a place where 
that is likely to happen to it. 

| think your procedure is exactly what I visioned this program as 
being. 

I assume this is the proposal; this is what will be done with the 
money, and you are supposed to administer this according to what 
we have just been told. 

Senator McManon. How could this program be made up without 
your being consulted on this machinery ¢ 

Mr. Fryer. We developed the village improvement aspects of this 
program, Senator. 

Senator Futsrient. There is very little for that in this. “Service 
centers, $228,000” out of the whole $6 million. 

Senator SmiruH of New Jersey. Now how about the water ma- 
chinery ¢ 

Senator Funsricur. The machinery item is big. That is over $2 
million. The big items are agricultural machinery. However, I 
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understand it is the working with the people on the very things he 
mentioned which is important. I assumed the item of $228,000 is for 
that. 

If that is all that is needed to support a program in Iran, $228,000, 
that isa very small problem. However, I would say it ought to be iy) 
the reverse. You ought to be spending $5 million for what you are 
doing and maybe $1 ‘million for a few demonstrators. It might be 
all rieht to have one machine to show them some of those things, but 
here is much more for that, as I pointed out. There is $214,000 of 
that for one type of three-row tractor, at $2,200 apiece. That does 
not seem to be the right approach to this thing. 

Mr. Fryer. It is consider ably more than that in the rural aspects 
of the program. 

Senator Fursricutr. Those are the big items in hére. There is a 
little money down here for garden hose. “Field hose, $2 apiece, 
$17,000.” It is true there are some items in it, but the big money is in 
these very expensive machines. That, to me, is a very serious matter. 
I just do not like the idea of sending over all this expensive machinery 
to show how big we are, and I do not think they would benefit by it. 

Iam very muc ch for this program. I think it has more possibilities— 
that is, as you describe it—than any other program that we are in, but 
I hate to see it go off on this tangent. I do not think I can support it 
if that is the way the money is going to be spent. If it is going to be 
spent like you say there under your ideas, Mr. Fryer and Dr. Bennett, 
L will support it. 

We went over it the other day. What do you think about that, 
Mr. Bennett. 


IRANIAN PROGRAM TO BE ADMINISTERED BY ECA IN FUTURE 


Dr. Bennerr. The Iranian program is being transferred from our 
division. 

Senator Futsricut. To your division ? 

Dr. Bennerr. Away from our division. It is being transferred to, 
I believe, ECA. 

Senator Futsricnur. I misunderstood. I thought they drew this 
up and were giving it to you to administer. It is being taken out of 
your hands? 

Dr. Bennerr. Yes; and the program Mr. Fryer described is the 
program we are carrying on at the present time under our agreement, 
under point 4, with the Iranian Government. 

Senator Futsrigut. How much are you spending on that? 

Mr. Fryer. This year, about $1.9 million, roughly, Senator Ful- 
bright, this year, to cover the country—that is, to introduce incubators 
and new plants and new seed. Some village work is necessary ; some 
malaria control and a great deal of trachoma control is necessary. |! 
will take $8 million or $9 million to carry out this program. 

Senator Fursricur. That is in addition and separate from this 
$6 million ? 

Mr. Fryer. Yes. 

Senator Fuisriecut. I would personally rather give you the 56 
million to be applied in the way you describe. 

Dr. Bennerr. Of course, the figure he gave also included what wi 
had in the locust control, which was the worst infestation of locusts 
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they have had in 80 years. That was met successfully, cooperating 
with the Government, using American small planes and our new 
insecticides. 

Mr. Lorrus. May I say a brief word in defense of the combines? 

Senator Futsricutr I would like to hear it. 

Mr. Lorrus. I would like to clarify, Senator Fulbright, what the 
history of this is again: 


REASONS FOR MODERN AGRICULTURAL MACHINERY IN IRAN PROGRAM 


The new program, the proposed program for fiscal year 1952, is 
developed primarily in the State Department, in Mr. McGhee’s office, 
with the collaboration of some of Dr. Bennett’s assistants, but I would 
say primarily in Mr. McGhee’s office, and basically are based largely on 
the findings of this field mission which so far as the agricultural side 
is concerned, was headed up by Mr. Leslie Wheeler, w ho unfortunately 
is not in the country at the present time. I wish he could be here to 
explain the exact rationale of this equipment business, but I think 
briefly the point is that the prime emphasis in the proposed Iranian 

program is on the kind of thing that Dr. Bennett and Mr. Fryer have 

been talking about. But there are certain areas in Iran which are 
susceptible to large-scale agriculture and it is desirable to have a 
volume result so that the Iranians can see that it is possible to get 
something done. 

Now admittedly in making that kind of an approach, you run the 
risk that you appear to be trying to educate them toward a form of 
agricultural technique that isn’t really appropriate at this stage of 
their development, but you have to choose between poking along and 
vetting a small, 1-year result—and it is in this 1 year that you hold 
or lose Iran—and on the other hand, doing the long-range village- 
development type of thing, and also get a quick result so there is notice- 
ably more food and more agricultural production to go around, 

Now beyond that, I am afraid, Senator Fulbright, I cannot com- 
ment too well. I ama Brooklyn boy myself and you and Dr. Bennett 
have much the uppers on me as far as farm equipment is concerned, 


IMPACT OF A CONCENTRATED PROGRAM ON IRAN 


Senator Futsrienr. Look at one or two of the consequences of it. 
That would assume that this machinery would go to the big land- 
owners. One of the curses of Iran and Iraq is the fact that but = 
people own the land. I believe about 200 people own the land i 
Iraq. I do not know the figures with respect to Iran. 

The benefits would accrue to those who already have all the wealth 
in the country. 

From our point of view, which is a long-range, political point of 
view, really, I would think what Dr. Bennett is doing would be much 
more in accord with what we want. I do not subscribe to the idea that 
just production, if it accrues primarily to those large land owners, is 
beneficial to our objectives. In fact, I think the one criticism of ECA 
which has been made by Senator Green and others is that the benefits 
that have accrued in France, for example, have all been to the owners 
and there has been no increase in the pay of the workers. That is 
why communism continues to be as strong as it is in France. 
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He says they are now trying, and ECA says they are trying to do 
something about that. 

But in an agricultural sense, if the money is spent on big machines 
for big oper: ations, it is going to have little impact upon the real difi- 
culties in the country. That is, their health and their food, and so 
on, in the villages. 

Now, of course, I think that we often as a Nation make the mistake 
of wanting to do everything overnight and it is not susceptible to that. 
1 think we ought to take time and to do it right. It will cost, I think, 
this country much less in dollars and cents, ‘and that is an item. We 
are all concerned now with trying to have a program that we ca: 
sustain over a number of years. If we break in with a lot of money 
like we do when we fight a war—we finish the war and come home to 
do nothing to follow it up—then we find ourselves in this recurring 
position. “Whereas, if we take it gradually and sustain it over the 
years, I think it will be much more beneficial and lasting. 

T just age br accept the idea that we are going in and do all 
of this in 1 year, which T think assumes that we will do it in 1 year 
and get out. T ‘don’t think we are going to indefinitely put out this 
kind of money, year after year. I think we can sustain a reasonable 
amount for quite a while. 


ADVISABILITY OF GOING SLOWER IN DEVELOPMENT PROGRAMS 


Say you have an over-all amount of $30 million, as an example. I 
think you would be better off to spend $5 million a year for 6 years in 
the long rs than you would be to spend all of the $30 million in the 
first year. I do not think they would absorb it in an efficient way. 

Does that make any sense to you, Dr. Bennett ¢ 

Dr. Bennerr. Yes. In fact the continuity which we have gained 
in the Servicio plan of the Institute of Inter-American Affairs in 
Latin America has been built exactly on that principle. 

In other words, undertaking this year what we can continue next 
year and continue the following year, the two governments cooperating. 

Senator Futsriefrr. And on a fairly modest scale. 

Dr. Bennett. On a scale that can be continued. 

Senator Futsricntr. And then depend on them as they learn, to do 
a lot of this themselves. If you teach these people in the schools to 
do something, they take up the burden of continuing it. And we are 
only teachers, giving them examples, as I understood it. That is what 
I thought was ‘in this program. 

Dr. Bennerr. The whole conce pt of the point 4 program is a train- 
ing program in science and technology. 

Senator Fursricnr. That is what 1 thought, and it never occurred 
to me that we were going to send them self-propelled harvesters and 
hay bailers and so on. 

Dr. Bennerr. It could not be, under the program as it now operates. 

Senator Futsricutr. In other words, you are not going to run any 
such program ? 

Dr. Bennerr. Well, I could not if I wanted to. That is not the 
type of program that the directive from Congress permits. 

Senator Futsrient. I do not know what to do about this. I cer- 
tainly do not want to destroy your program, but I do not want to 
approve that personally unless I hear more persuasive arguments than 
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Ihave presently heard. I do not know how you can go about changing 
that. Do you have any suggestions ? 

Dr. Bennett. Well I would hardly know how to suggest, because, 
after all, we operate under the directive from Congress and under 
the directive under which we operate, we could not go beyond what 
we are doing. 

The Cuarrman. It is very easy to amend the bill. 

Senator Futsricur. Mr. Chairman, I do not want to vote for spend- 
ing money like a 

The Cuamman. I donot blame you. Iam not for it either. There 
are a lot of places in the United States that would like to have com- 
bines, but we have not got them. Yet we tax ourselves to send these 
things over there to those people who do not know what to do about 
them. 

Senator Futsrienr. [ do not think they would ever know anything 
about them. I think they would sit around and rust out. 

If they are used, they would be used by a few large landowners. 

Senator Smrru of New Jersey. Let me interrupt you a minute fora 
question. 


SCOPE OF PILOT PLANT DEMONSTRATIONS PLANNED FOR IRAN 


I understood the statement that you made that this thing in Iran was 
for one or two demonstrations, is that correct ? 

Mr. Lorrus. Yes. 

Senator Smita of New Jersey. How can they use all these self- 
propelled harvesters that cost $126,000 total for just a pilot-plant 
demonstration ? 

Mr. Lorrus. It is more than one or two pilot-plant operations. I 
do not recall the exact number, but I believe 10 different areas have 
been selected for large-scale, quick-result farming. 

Senator Futsrient. There are 214 of those big tractors at $2,200. 

The Cramman. How many of our friends out there operating that 
are more friendly to the manufacturers of the machines than the 
countries they are serving ? 

Senator Saurri of New Jerse vy. There is a quarter of a million dol- 
lars for wheel tractors, 142 of them. They cost $1,800 apiece. 

I am completley confused. If this is a pilot-plant operation, I do 
not see how you could possibly use these to advantage. 


NEED FOR FURTHER INFORMATION ABOUT TRAN PROGRAM 


Senator Wiiry. We are right in that area of the world where I 
suppose we are not simply dealing, in ECA, with the particular phase 
we are dealing with in South America. 

I agree generally with the theseis laid down here by Senator Ful- 
bright, but we are in a rather complex situation over there. I pre- 
sume if we were to examine this bill of particulars you would find that 
the State Department would probably have some connection—that is 
the ECA folks or whoever got it up and the State Department proba- 
bly arranged some kind of a deal with the ruling powers for the time 
being. 

Now, I just surmise this. However, in the world of today we know 
we are not dealing with our cards all out on the table. There are 
generally some under the table. 
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I am satisfied that in the big area of Iran, as suggested, there must 
be considerable areas where possibly the big shots have large holdings 
and that they are still running that country and maybe it was thought 
advisable to demonstrate and get more food produced and thereby 
making contact with the ruling forces so they might be on our side. 

This is purely surmise, but I think somebody ought to tell us why 
and satisfy us so that we do not think what we are doing i is a bungling 
job. 

Senator Fuusrignt. The kind of work Mr. Fryer is talking about 
will appeal to those people. Those ruling people, I am sure, are be- 
ginning to get a little nervous about their own position as is evident 
inIran. Ido not think they know what to do. 

If you can accomplish effectively the sort of thing Mr. Fryer is 
talking about, the control of disease, it will at the time » strengthen the 
control of those in ruling position better than anything else against 
communism. 

Senator Witry. I agree with you. I agree that they should divide 
up the land. They should take the fellow livi ing on the subsistence 
level and tell him about our way of life. 

However, those big fellows are still running the show over there 
in most of these countries and we must recognize that. 

I would like to know how they made this up, why they made it up, 
and probably we will get the answer that will satisfy us. 

Senator Fu.sricut. Well, it is much easier to do this. You can 
sit in an office and put down these figures much easier than you can 
do what Mr. Fryer is doing. Look at “Technicians.” Out of this 
whole program of $6 million, they provide for 20. That is all. 

Senator Witey. That program was made from information over 
there as I understand it. The information came fromthem. We have 
representatives of State, we have representatives of ECA over there, 
and we have had these people over there. There must be some justi- 
fication for it, and I think more political justification for what you 
have produced than economic justification. 

However, as I say, we are living in a strange world. We are spend- 
ing billions, and now we are talking about little sums. 

Senator Fuisrientr. Take this sort of thing. I am sure there are 
not very many people over there who are accustomed to using all this 
power machinery. It would seem to me the intermediate step would 
definitely be animal power on the farm other than, we will say, the 
raising of water or something. As far as cultivation is concerned it 
seems they are used to it and probably have animals. 

We have all these fancy things. I notice one other thing. There 
is asprayer, here, which I ‘believe isa power sprayer. T here are m: ny 
simple types of sprayers which would be usable by peasants without 
any great cost of construction and which I think would be very bene- 
ficial and necessary for their fruit. Fruit cannot grow anywhere 
any more without being sprayed. That, it seems to me, would be very 
appealing to those people. 


IMPACT TYPE OF PROGRAM PLANNED FOR IRAN 


Mr. Fryer. May I explain Mr. Wheeler’s thinking on this. I dis- 
cussed it with him once. He developed a program in Iran. I know 
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that Dr. Wheeler thought it was imperatively important from his 
point of view, as a result of the several months he spent in Ivan, that 
we should have an impact type of program. 

His proposal was to set up an agricultural development institute. 
This institute would make contracts to build water supplies for cities, 
to level land, to subjugate land, to put in irrigation systems, and do 
that kind of thing on a contractual basis. 

I think that is what he had in mind. He thought it was important 
politically in the furtherance of the United States interest in that 
country. It is not. 

Ordinarily the thing we do under point 4 is not the kind of thing 
permitted under the act for point 4, and it is not a part of the present 
point 4 program in Iran. 

In justice to Mr. Wheeler, he considered this program very impor- 
tant from his studies, and I know that Ambassador Grady likewise 
thought this was important to further our own political interest there. 

Senator Wiiry. Did Grady go over this? 

Mr. Fryer. He had a copy of it. I do not know that he went over 

in specific detail. 

Senator Witey. Who set it up initially ? 

Mr. Frrer. Dr. Leslie Wheeler, I believe. 

Mr. Lorrus. Dr. Wheeler was the agricultural member of this small 
mission that went to Iran just about this time and was there all 
through the summer of 1950, 


RURAL IMPROVEMENT PROGRAM IN IRAN 


Senator Futsrignr. How many people do you have in these teams 
you have in Iran now? 

Mr. Fryer. We are putting seven in each team and a team to cover 
astate. There would be 7 people working with about 30 to 40 Iranians 
on a state program covering each year about 400 or 500 vill: ages. 

In the sweep program, training Iranians in the simple and funda- 
mental techniques of education, agriculture, and health, and then 
gradually moving around the country and leaving behind them people 
to carry on the program, Senator. 

Senator Futsrigur. How much do you have in this bill? 

Mr. Fryer. The program that was developed there, the agricul- 
tural section of the village rural improvement program—you have 
this in your rec apitulation on_ your first sheet, Senator F ulbright, i in 
the confidential statement. There is $1.7 million there. That is to 
buy the simplest kind of equipment, incubators, and sprayers and 
hand tools and to use them, if necessary, in exchange for labor. 

Senator Futsricnt. I do not see that. What page is that on? 

Mr. Fryer. May I come around there. 

The CuarrMan. What are the incubators for? 

Senator Fursriegnt. Poultry. That is a good program. 

Mr. Chairman, these documents do not seem to be the same. It is 
difficult to follow them. 

The CuatmrMan. One is ECA and one is the other, perhaps. 

Senator Smiru of New Jersey. May I interrupt just a minute to ask 
Dr. Bennett a question 
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TOTAL AMOUNT FOR TECHNICAL ASSISTANCE 


I understood you to say it was $35 million for your over-all prograin 
in 1951 and $75 million for the over-all program in 1952. 

Dr. Bennetr. Pardon me, Senator. A said that the present pro- 
gram was the continuation of. last year’s program. That is, we had 
$35 million for fiscal year 1951, and in this program we are inter- 
twined with the other until it is very difficult to identify. 

Senator Smiru of New Jersey. We are trying to find an over-all 
figure, if we are going to be « allied upon to authorize something, and 
I am completely confused. 

Here is a table given us last Friday which gives $76 million for our 
contribution, just to the Near East countries alone, and it is not a 
global program at all. 

Dr. Bennett. I am not clear on the exact figure because it is inte: 
twined in this bill. 

The CHamrMan. You are going pretty fast if you have $35 million 
one year and $76 million the next year, You are growing very rap- 
idly. What I anticipated when we adopted the point 4, we would start 
out with little one-horse outfits and every year get bigger and bi 
and bigger and bigger. 

Dr. Bennetr. Senator Connally, I am laboring under no illusion, 
and frankly, in this multiple figure, I am not clear because in the con 
bined bill for the Mutual Security Act, I am not certain of 
amount. 

I have no intention of coming before the committee of Congress to 
ask for amounts in excess of a reasonable figure. 

The Cuarrman. I am sure of that. 


crore) 


NEED FOR COMPLETE FIGURES ON PROGRAM 


Senator Green. Dr. Bennett, this morning I inquired whether. as a 
result of previous figures, these figures were not incorrect, and th: 
answer came that no they were not correct, they were incorrect. 

There is a distinction there. I do not know which figures you are 
using now. 

Dr. Bennett. Frankly, I am not using any figures just now. Thi 
ones being used when you came in were “those that were brought up 
from the discussions last week. 

Senator Green. They are not your buildup then? 

Dr. Bennett. They were the figures that came up on Iran, Senator, 
and they were figures which were filed by Mr. McGhee. 

Senator Green. What is the use in discussing these figures? I am 
very much interested in the general principles you enunciate but what 
is the use in discussing these particular figures if they are not correct 
or if they are not complete? 

Dr. Bennerr. As an old school teacher, Senator, I am afraid | 
have no answer for that question. The figures should be correct 
If you will permit us, let me recheck and file ‘for the validated figures 
if I may. 

Senator Futsricut. Mr. Fryer seems to have a complete statement 
there that ought to be available to us. 

Instead of the $6-million program, if has the $24-million-figure 
program which I do not seem to have here. 
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Mr. Fryer. You do not have the Iran matter, Senator Fulbright ? 
{ think what I have here is probably the earliest document compiled 
on Iran and your $6-million figure I have. 

Senator Funsricur. It seems we should have complete figures so 
that we know about all that is going to be spent in each country 
rather than to have it divided up, so much by point 4 and so much 
by ECA and so much by some other division. It is the only way 
we can get any idea of what we are doing. I cannot find that. I 
am sure this document does not contain your figures. 


TOTAL FOR TECHNICAL ASSISTANCE 


Senator Smirn of New Jersey. I find technical assistance language 
used in title IL, title III, and then “Recovery of Korea,” and then title 
IV, and that makes very close to $500 million. 

The Cuairman. Not $500 million? 

Senator Smrru of New Jersey. It is rather close to it. 

The Cuairman. Iran and all the land in Iran is not worth $500 
million. 

Senator Futsricntr. You did not mean just for Iran, did you, 
Senator Smith? 

Senator Samirn of New Jersey. Title IL has $125 million in it for 
technical assistance. Title LI, on page 5, line 20, has $125 million 
for economic and technical assistance under the head of “Near East 
and Africa.’ That includes Iran. 

The Cuaimman. That is in some of McGhee’s stuff, is it not / 

Senator Surru of New Jersey. Yes. 

Title II is “Asia and the Pacific.” which has $262.5 million and 
uses the words “Economic and technical assistance.” 

Then it adds to that “Korea, rehabilitation, $112,500,” on page 8, 
line 6 

Senator Futsricur. None of thisispoint4. Thisis ECA. 

Senator Smiru of New Jersey. This is point 4. Then the Amer- 
ican representatives have $22 miilion. 

Senator Fciserieutr. Is that right, Dr. Bennett? 

Dr. Bennerr. The $22 million figure is for economic aid to Latin 
America, 

Senator Fcierieut. Does it include point 4? 

The CHamman. Yes. 

Senator Fciprieutr. What is the break-down of that: how much 
is point 4? 

Senator Samira of New Jersey. I have $522 million for those two 
things in those three titles that I read in the bill. A half a bil- 
lion dollars for those three things. I just do not understand it. 

Senator Fuisrieut. I do not either. 

Senator Smrru of New Jersey. Now this document, which is very 
interesting, cloes not help me at all. 

Is there not someone in the State Department who can tell us about 


it¢ Could you tell us, Mr. Miller? 


AMOUNT AND NATURE OF LATIN-AMERICAN PROGRAM 


Mr. Miturer. My only responsibility as head of the Latin-American 
Section is with regard to the Latin-American program. Mine is 
$22 million. 
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Senator Smrru of New Jersey. That is for Latin America. Th 
rest is this Asia business and the Middle East. It is not yours. 

Dr. Bennerr. And the Latin American business concerns not only 
bilateral assistance of $18 million but also a contribution of $4 millio: 
for the Organization of American States and the United Nations. 

Mr. Miter. It is $18 million bilateral plus $4 milion multilateral 
entirely for technical cooperation. 

Senator Wixry. $22 million in all? 

Dr. Bennerr. That is right. 

Senator Futsrigur. You are not supplying them with self-pro- 
pelled harvesters ? 

Mr. Mutter. We have the same program as that started by Mr. 
Rockefeller in 1942. 

Senator Smrra of New Jersey. Why should that experiment be 
applied to these other areas where we are opening new vistas? 

Dr. Bennerr. That is what we are undertaking and that is what 
= are carrying out as far as we are able. That is what we have done 
ast year. 


BREAKDOWN BETWEEN ECONOMIC AND TECHNICAL ASSISTANCE PROGRAM 


Senator Smirn of New Jersey. How can we get from the State 
Department or some over-all agency the correct breakdown of these 
technical assistance and economic figures ? 

‘Dr. Bennerr. Mr. Mark Gordon is here, and I think probably he 
might be able to add something if it is agreeable, Mr. Chairman. 

Senator Fursrienr. You are asking for $76 million. 

Mr. Gorvon. I am in Dr. Bennett’s office, but I know some of the 
background of how these figures were developed and I think I can 
help some. 

In preparing the program proposals, it was the feeling of those 
who worked on the proposals that something more than point 4 was 
necessary in many of the countries of the undeveloped areas in this 
next year. There were small point 4 programs getting under way in 
southeast Asia and south Asia and the Near East and plans for 
carrying them forward and expanding them in 1952. In preparing 
the program, it was felt something more was needed in the way of 
large machinery, some port developments, and so on. 

Therefore, the proposals in title 3, which you are about to take 
up, involve $375 million. Most of that is ECA. It is ECA in 
Korea, Formosa, the Philippines, and southeast Asia. 

ECA is already operating those. We have had small point 4 pro- 
grams which they are taking over as part of the total. 

Senator Futsricut. How much is that total ? 

Mr. Gorpvon. The total for title III is $375 million out of about 
$530 million you are dealing with. 

The plan is that all of that except about half a million dollars, 
Afghanistan and Ceylon, will be ECA. 

That would mean transferring from Dr. Bennett’s organization to 
ECA the going programs in India and Pakistan. We have point 4 
programs beginning there. Next year the India program would have 
amounted to possibly $8 million to $10 million, but it is covered in 
with a total request for India of about $65 million. 

The feeling was that it was unrealistic to have two agencies in one 
country, so they combined the programs, the continuation of point 4 
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plus something more, making the total of $65 instead of $8 or $10 
million in India next year. 

That brings us to title Ii. which was discussed Friday. The point 4 
program for 1952 in Iran probably would have been around $7 or $8 
million. 

It. was felt something more was needed for impact purposes there, 
so $24 million is being requested in Iran, about the same in Israel, 
and about the same for the Arab States. 


ADMINISTRATION OF TECHNICAL ASSISTANCE PROGRAMS 


Now, the decision on administration which was arrived at, and which 
I think has been presented to this committee, or will be, was that there 
would be only one agency operating aid programs in a single country. 

Agreement was reached that South Asia, the big programs involv- 
ing capital improvement in India, Pakistan, and Iran, as well as the 
going programs in Southeast Asia and the Far East, should all be 
ECA. That would leave for the point 4 organization the program in 
Israel, the program in the Arab States, Afgh: anistan, and Ceylon, the 
independent countries of North Africa and Latin America, tot: iling, 
the bilateral program totaling $67.2 million, plus contributions to the 
United Nations and specialized agencies of $13 million. 

Senator Smiru of New Jersey. “Does that include Latin America 2 

Mr. Gorpon. That includes the $22 million for Latin America. 

So under that plan of administration and organization the Tech- 
nical Cooperation Administration would have a total program of 
around $80 million next year, including $13 million for the United 
Nations anc the specialized agencies for the multilateral program. 
That would mean the going point 4 programs in India, Pakistan, and 
Iran would be transferred to ECA and not included in this figure. 

That is the general background of it, Senator. 

Senator Smirn of New Jersey. Do you have this legislation before 
you, the pending bill? 

Mr. Gorpon. I have a copy of it; yes, sir. 

Senator Smiru of New Jersey. I do not understand from what you 
have said on page 5, line 20, of the $125 million for the Near East 
and Africa. What does that mean? Do you divide that between 
economic and technical assistance ¢ 

Mr. Gorpon. Yes, sir. 

Senator Futsrieur. Then is it fair to say there is, roughly, $450 
million in here that could be administered by ECA? Eighty million 
dollars by Dr. Bennett’s organization ; is that about what it is? 

Mr. Gorvon. That is about it; yes. 

Dr. Bennett. That is less than $80 million. 

Mr. Gorpon. That would include all the multilateral. 

Senator Funsricnr. It includes the United Nations, and so forth. 
It is $67 million for point 4. Then the balance of $450 million is ECA 
in the Middle East and India. 

Dr. Bennerr. And the Far East. 

Senator Futsrigntr. The Middle East and Far East. That is an 
area in which ECA is not operating now, it it ¢ 

Mr. Gorpon,. It is not operating now in South Asia, in the Near 
East, in independent Africa, or Latin America. The new areas for 
them would be Iran and South Asia. 
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Mr. Miter. There is no proposal, Senator, for them to operate in 
Latin Americ: 


ECA PROGRAMS IN MIDDLE EAST AND SOUTHEAST ASIA FOR IMPACT PURPOSES 


Senator Futsrient. Can you tell us what is the reason why you 
think ECA has a better approach for more effective administration 
than the point 4 organization? What was the reason for that? In 
other words, why did you not just increase the point 4 rather than 
bring in ECA and give it most of the money? 

Mr. Gorvon. Senator Fulbright, I do not think any of us here are 
acquainted with the background of that decision or just why it wes 
made. 

Senator Futsricur. Do you have any idea yourself why that wes 
done? 

Mr. Gorvon. I think it arose out of the feeling that a larger effort 
was needed during this emergency for impact purposes. 

Senator Fursrigur. What do you mean by “impact purposes”? 
What does that convey to you ¢ 

Mr. Gorvon. To make a strong impression of the United States’ 
desire to help these people and to build up their resistance to the 
possibility of communist subversion or communist aggression. 

Senator Futsricnr. Do you mean do it all at once? 

Mr. Gorpon. So I understand. 

Senator Futsrient. Is that the idea? 

Mr. Gorvon. I think so. 

Senator Futsrient. Does that mean that next year they will not 
do this again? They are just going to do this once and that is going 
to convert them ? 

Mr. Gorvon. I do not believe those who drew up the program had 
any idea that the job would be done in 1 year, no. 

Senator Fursricut. Does it mean that each year for the next 5 
years they will want $450 million at least ? 
~ Mr. Gorvon. I do not know, Senator. I am sorry. 

Senator Futsricut. Those are very important considerations. | 
mean it seems to me what we are going to be expected to do is look 
into that. 

There may be good reasons, but I am much more in favor of the 
slower approach that I think point 4 has been following. I do not 
think you can solve these questions just overnight by pouring in a 
creat deal of money ora great deal of machinery. 

[ can be persuaded maybe, but I do not believe it now. 

Dr. Bennerr. Would it be agreeable for Mr. Holmes, who has 
carried the program in India and who is an old county agent from 
the United States to take this up? He is just here for a few days and 
is going back tomorrow ¢ 

Senator Fursrienrt. Is this Mr. Holmes? 

Dr. Benner. Yes. 

Senator Futsrieutr. Yes; I would like to hear him. 

Dr. Benner. He can tell you how the program is functioning i 
India and what the point 4 approach to this program is. 

Mr. Chairman, is it agreeable for Mr. Holmes to explain how t! 
program operates under } point 47 

Senator Green (acting chairman). We will be very glad to have 
you call on anybody whom you think can supplement your testimony. 
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But “when” is another matter. We will have to look at the calendar. 
Senator Funericut. He is here now, and we would like to hear him. 
Senator Green (acting chairman). You may proceed then. 


STATEMENT OF HORACE C. HOLMES, CHIEF AGRICULTURIST 
(INDIA), UNITED STATES DEPARTMENT OF AGRICULTURE, 
TECHNICAL COOPERATION ADMINISTRATION 


Mr. Horares. Mr. Chairman, I should like to tell you just briefly 
what we have tried to do and how we have gone about it. 

Senator Green. Who is “we” ¢ 

Mr. Hotmrs. “We” means those of us who are Americans out there 
teamed up with the Indians who want to do something. It is a coop- 
erative program that we are working on. 

“We” really means “we,” because we really work together. 

Senator Smrru of New Jersey. Do you mean the ECA, the State 
Department, or who? 

Senator Funsrichr. You are point 4, are you not, under Dr. 
Bennett ‘ 

Dr. Benner. That is right. 

Senator Green. Now you say “We” are doing this. Now, I want to 
know who “we” is. 

Mr. Hoimes. They are point 4 men. The other part of the “we” 
are our Indi: an counterps irts with whom we are working. 

India, as you know, is a huge country. ‘They have twice as many 
people as we have here. There is a lot of desert and land that is not 
productive, and it is loaded down with all kinds of taboos and religious 
customs, a. they are people who are hungry. 

My first connection with this came 3 years ago before point 4 came 
in when I went out there as an employee of the Government of India. 
Our work at that time was to try to do some preliminary planning. 
some investigation, some on-the- spot testing to see just what can be 
done with what we have. 


IMMENSITY OF INDIA’S PROBLEMS 


The thing being so huge and the problem so great and we not know- 
ing what to do and having very little to do it with, we settled on 
vetting several small areas of about 100 square miles and going there 
and finding out from those people what they wanted to do and some- 
thing that they could do with what they had, and then just to get 
busy and do it on the land of the farmers themselves and let them see 
vi as they might do. 

Briefly, these are the things that we worked on. 

As Dr. Bennett has pointed out, we have every disease that you can 
think of : leprosy, cholera, scabies, malaria, smi ullpox, all those things. 

[literacy is very Sieh: 

Senator McManon. Is there much venereal disease ? 

Mr. Hotes. Yes, there is a good bit of venereal disease. 

You just name it, Senator, and we have it. It is really tough. 

Senator Witey. There are 350 million people there, are there not ? 

Mr. Homes. The birth rate is high and the death rate is high also. 
The result is about 5 million new people every year. It is quite a 
striking thing. 
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Our first impression when we go in is that there is nothing that cay 
be done, that the thing is hopeless and we might as well come hon e, 
However, as we have dug into it and have come to find a few places 
where we can get a foothold, we think that something can be done, and 
these are the footholds that we have found. 

Senator Green. Is your remedy for starvation in an area where 
there is not enough food for the people, to get more people? 

Mr. Hormes. No, sir; our remedy is that there is no ism under the 
sun that can help that problem except to help them to help themselves, 


INTRODUCING INDIANS TO BETTER AGRICULTURAL METHODS 


If we can show them how they can use their land and facilities and 
can actually demonstrate to them that these things do work, that 
those people do respond to that type of thing, and the Vv have. 

Now, just two or three little things. All of them are very small 
but even a small thing, if it can be done by 100 million people, it be 
comes big. 

In going into one of these areas I would like to describe briefly, 
in the Gangetic Plain, one-hundred-and-sixty odd miles from Delhi, 
there we found a group of men who had a spirit of wanting to do 
something, and even though they did not know what to do, it was with 
that group of Indian men that we tried to work with and to go right 
out to this village area and find out what the farmers wanted to do, 
what they thought they could do, and then search for every bit of 
practical, sensible information and technique that we could apply 
to that problem. 

That is a wheat-growing area. They grow a little sugarcane. They 
grow lots of various millets—millet is ‘standard grain for their diet. 

We found that the experiment stations there in the past had done 
some work on developing some improved wheat, for example, but 
that it had never reached the fields of the farmers themselves. They 
had something in the research end where they had developed certain 
things, but the implementation and the using of these things, they 
simply did not have the technique of applying it and using it. We 
got some good wheat that had been locally bred. The Punji ab 591 
was the best we could find and going out to the farmers’ own fields 
we got them to try a little of it on the side of their fields. 

I said, “Let’s try it. If it is any good, you want it; and, if it isn’t, 
you won't.” 

At first the farmers were suspicious, but gradually we got a few to 
try it. Then the farmers themselves cut the wheat and threshed it 
and weighed it to see if it was any better, and they found the seed 
alone gave them a 26-percent increase in grain. That gave them in- 
terest and cour age to come on a little further. 

Good seed is just one of the many things that are required in increas- 
ing production of wheat 

There is better preparation of land, which we demonstrated by the 
use of some little simple plows. I have one here that if you do not 
mind I would just like to tear out of this book and pass down. That 
is a locally made plow that had not been used very widely, but it costs 
$1.75, or the equivalent of that, without the tongue. 

We had to train the men to get out and to ‘actually plow with this 
thing and show the farmers that it did do a better job. 
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Senator Witry. How deep is that plow / 

Mr. Hoimes. You can get down 4 inches or 41% inches. 

Senator Witry. With horses? 

Mr. Houmes. With buffaloes. 

For example, the usual way of plowing is to scratch the field back 
and forth with a wooden plow. They plow as much as 10 times with 
that one plow. This little simple plow can do three to four times 
as much work and do it much better, and the farmers like it. 

Dr. Bennetr. This is an iron plow. 

Senator Funpericntr. It costs $1.75 7 

Mr. Hoimes. Yes. That does not include the beam. That costs 
$1.50 more. 

Senator Fu.sricut. It seems to me 2,000 of these would be of more 
value to them than one of these tractors. Wauld you not think 
would contribute more to them ¢ 

Mr. Hotmes. More people can use that plow than can use tractors; 
yes, sir. 

Senator Fursrient. Would you not think giving them the equiva- 
lent in this sort of thing rather than the tractor would be more ap- 
propriate to the improvement of their status / 

Mr. Hotmes. By far the greater proportion of farmers are geared 
toa bullock economy fora long time, sir. 

Senator Futsrient. Then the answer would be “yes,” would it not ¢ 

Mr. Hoimes. Yes. 


OWNERSHIP OF LAND IN INDIA 


Senator Green. More fundamental than that is this question, Who 
owns this land which they are tilling ¢ 

Mr. Hotmes. The land I am speaking of ? 

Senator GREEN. Yes. 

Mr. Hotmes. Some of it was owned by these people and was rented 
to these other people on a hereditary lease. Some of it is owned by 
the farmers themselves. We worked with every man regardless of 
who he is. We worked with the complete group. 

Senator Green. Now if the land is not owned by the farmers, does 
the landlord not get the principal benefit of these improvements / 

Mr. Hovmes. They get too high a share of the crop; yes, sir. 

Senator Green. What share? 

Mr. Hormes. It varies from 50 percent to 60 percent. 

Senator Smirn of New Jersey. Then his incentive is reduced by 
half ? 

Mr. Hotes. Yes, sir. 

Senator Smiru of New Jersey. Would it not be far more helpful in 
the long run to get the Indian Government to arrange for the redis- 
tribution of the land? 

Mr. Hotmes. They are working on that, but that is a very delicate 
thing that I would like to come to a little later. 


PROBLEM OF REDISTRIBUTING THE LAND IN INDIA 


Senator Green. Would it not help a great deal in the economic de- 
velopment of India if the Indian Government arranged for the ex- 
propriation and redivision of the land? 
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Mr. Hotmes. There is no question but that the farmers must have 
some land of their own. 

Senator Green. Is that not their principal grievance? 

Mr. Hormes. It is a major grievance; yes, sir. 

Senator Green. You have not mentioned it hitherto. You have 
mentioned these other difficulties that are to be overcome. Is that not 
greater than any you have mentioned ? 

Mr. Hotes. No, sir, I do not think it is and for this reason: In 
many areas there is a system of tenure that is different from anything 
we have in this country. It isa hereditary thing. The major problem 
is that we have not found the exact pattern of solving the thing ani. 
in many cases where the land has been taken away from the preset 
owner and the farmer does not know what his rights are, where it 
taken over by the Government, and we still do not know how much 
the Government is going to charge as rent. 

Senator Green. Then the Government has not finished its job. 
They have just taken it away from the former owner and have not 
given it to the new owners. 

Mr. Houtmes. It has been a case of determining who is the landlord. 
It is the change in the landlord from this man over here who lived in a 
community to the Government, which was 200 miles away. 

Senator Green. Would not the money used for this purpose be more 
usefully used in some way getting the land for the tenant rather than 
in teaching him how to cultivate? 

Senator Futsrieut. Senator, they do not have authority to do any 
thing about that under our legislation, have they? They have no right 
to do anything about tenure. 

Senator Green. I merely asked if it would be better for the tenant 

Mr. Hotmes. We feel if we can help them to produce more and get 
away from this rate of starvation that gradually we can develop with 
the people in the communities themselves something on this land pro 
gram. 

Senator Green. I do not understand your argument. The more 
profitable that land becomes for the owner, the less like ly he is to agree 
to any change. 

Mr. Hotes. The land program they are carrying out now is not 
one in which the owner does agree. It is done in any case. It is taken 
from him and dist oe It is not a question of his agreeing. 

Senator Green. 1 don’t understand. You are teaching the tenant 
to improve his product—— 

Mr. Houimes. Yes, sir. 

Senator Green. In the hope that the larger the product he gets, 
greater amount he gives to the landlord. 

Mr. Hotmes. But his food is also greater, too. 

Senator Green. I understand that. That isn’t my point. 
point is the larger part the landlord gets. 

Mr. Houmes. Yes, sir. 

Senator Green. The more the landlord gets, the less likely he is to 
give up the land. 

Mr. Hoimes. If he had any choice in it; but in the Zaemindari Abo 
lition Act, as passed by the Government of the United Provinces a: : 
upheld by the high court, and a similar act passed by the Governme: 
of Bihar, right next door, and held unconstitutional by the high court, 
the landlord has no choice as to whether he gives up the land. 
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Senator Green. That system of expropriation has not worked. Let’s 
assume that the people are permanently on the way to doing as they do 
now. The greater the proceeds the landlord gets from the land that is 
leased out the less likely he is to part with it. the more he will demand 
for it and get, and in the meantime the greater advantage lies in 
hanging onto it. Is that true? 

Mr. Houmes. If it is more profitable I should say “Yes;” he would 
want to hang onto it. 

Senator Green. Then it seems to me the more profitable you can 
make it for him the less likely you are to get it for the tenant. 

Mr. Hotes. Yes, sir; but the tenants, if I might explain this—as 
a result of these simple practices, the things that we can do, we have 
just hundreds and hundreds and hundreds of men who are now pro- 
ducing twice what they were 3 years ago, and even though the actual 
bushels of wheat that they pay as rent are greater, also the actual 
bushels of what they themselves have are likewise greater, and they 
are quite happy. 

Now, it does not mean at all that there is not a very crying need 
for some land reform, but the point I am trying to make, sir, is that 
we don’t have a pattern yet that looks like it is the answer to it, and 
it is a thing that is so delicate that we are playing the thing quite 
easily to try to help them to do something for themselves. I don’t 
think they would appreciate our trying to make them change it. 


INDIAN TENANCY PATTERNS 


Senator Green. How large are these great estates, the largest ? 

Mr. Hormes. In the area in which we are working the largest farm 
there I believe is about 300 acres. Most of them are about 3 acres. 

Senator Green. I am talking about the owner, not the tenant. 

Mr. Hormes. The largest single ownership in this one that we have 
run into is about 300 acres, and I know of only one such place. There 
are, of course, many larger landowners in India. 

Senator Green. How many tenants are there on that ? 

Mr. Hotmes. There would be a tenant to every 4 or 5 acres; prob- 
ably 80 to 100 tenants, or 75 to 100. 

Senator Green. In the 300-acre lot? 

Mr. Hotmes. Yes, sir. 

Senator Green. What do the tenants have to pay beside half of 
their products ? 

Mr. Hotes. That’s all, unless they are indebted to the money 
lender, in which case their interest is very, very high. 

Senator McManon. That is what you call the “deducks.” 

Senator Green. Do they have to pay anything extra for the hut 
where they live ? 

Mr. Hotmes. No, sir. 

Senator Green. Is that included ? 

Mr. Hotes. They don’t live on the farms as we do in this country. 
They are clustered in little villages, and around each village there are 
just hundreds and hundreds of “little plots of land, half-acre, three- 
quarters of an acre, an acre, and the tenant’s farm may be cut up into 
a dozen different tracts because of this gradual division and subdi- 
vision of the land, and he may own his hut that he may build in the 
Village, and still rent some land from one man here; he may own a 
few pieces of land. It isa very complex pattern. 
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EFFECTIVENESS OF INDIAN LAND REDISTRIBUTION LAWS 


Senator Green. Why aren’t these laws which you say have bee 
passed and declared constitutional more effective ? 

Mr. Hotmes. The main reason the United Provinces law is jo} 
more effective is that it was set up on a basis where the tenant was 
to pay 10 times his annual rent in order for him to receive the owne: 
ship right. I am not sure how near that is to permanent ownership, 
but there are some differences. But it is just about impossible for 4 
tenant to pay 10 times his annual rent in 1 year, and as a result 
that the movement has not grown very fast. 

Senator Green. Then the law needs to be changed. You say it 
doesn’t work and they can’t afford to buy the land at the price the 
law asks. 

Mr. Hotes. The law needs to be changed. 

Senator Green. And the tenant has not benefited by the change 
from ownership by the landlord to ownership by the State, is that 
the idea? 

Mr. Hotmes. The tenant is not convinced that he will be benetited 
by the change, and it hasn’t worked long enough yet to know, but he 
has quite g good grounds, I think, not to be convinced. 

Senator Green. Is there anything that can be done to impress that 
fact on the Indian Government, that the American Government is 
interested in this reform ? 

Mr. Hotes. Yes, sir; we are trying to do something on that, but 
rather than trying to tackle the thing from a country-wide stand 
point we are working in some of the “villages—three to be exact at 
this time—where there is a local body of village elders who have 
undertaken to combine some of these little tracts voluntarily, in order 
to get their land together and to get this consolidation of holdings that 
they think will make it possible for them to watch their crops better, 
to keep the wild animals out, and to put down a well where they can 
water their fields, and some of the larger landholders have agreed 
to use their land to take up the slack. One must have to have some 
extra land to make all these little trades, and we feel that the farmers 
themselves can, if we can get them working together as we are doing, 
work out a pattern that, once it is established and it is seen that it 
does work, forms a basis for what we feel to be a more practical solu- 
tion to the problem. 


TOOLS MOST USABLE IN INDIA 


Senator Green. But until there is such unification and a funda- 
mental change hand tools are really the only practicable tools to use, 
aren't they ? 

Mr. Hotmes. In most of the areas it is a bullock area and they will 
use the small bullock plows, as I have mentioned there. For example, 
here is a plow that we have gotten the farmers to use that makes 
possible for them to till their lands three times as fast as in the old 
way. That is a little five-tooth McCormick-Deering type of harrow. 
The land there gets so hard during the dry season, from the end of 
March, when the wheat is harvested, until the beginning of the rains 
about the first week of July, or the soil becomes so terribly hard, unt! 
one can’t plow it with anything. 
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At the beginning of the rains they have about 10 days to get their 
lands plowed and the crops in, otherwise it rains so much until it is 
too late. 

So, working there with the farmers, they have found in this one 
area—and it might not work in some other places where we haven’t 
tried it—that they can plow that land with this harrow, because it 
is completely cleaned off The cattle and animals have eaten off every 
scrap of vegetation, and with the rain the soil becomes soft, and they 
can do three times as much work with the same men and the same bul- 
locks as they could with their old methods. 

Now, saving that time would not be a great thing, except that it 
makes it possible for them to grow the same amount of food that they 
would normally grow and then also to have some land that they can 
put into a legume crop, which holds more water in the soil, adds nitro- 
gen, and the combination of the getting in of legume crops, the insect 
and pest control, has resulted in the doubling of their production of 
orain. 
~ Senator Futsricut. How long a time did it take you to do that? 

Mr. Hotmers. Three years. 


IMPORTANCE OF TRAINING PROGRAM 


Senator Futsricut. Is there anything peculiar about that area? 
Is there any reason it couldn’t be done in other areas? 

Mr. Hotmers. No, sir. The limiting factor is to train enough men 
who have willing hands and can get right out and work with the 
farmers and show them. 

Senator Futsricutr. Would the Indians themselves cooperate with 
you and go out and be the county agents ¢ 

Mr. Hotmes. Yes, sir. 

Senator Futsricut. How many? 

Mr. Hotmes. We have about 300. 

Senator Futsrigutr. How many of you did it take to train the 300? 

Mr. Hotmes. ‘There are four of us there now. 

Senator Futsricnr. Four of you trained 300 in 3 years? 

Mr. Hotmes. We didn’t train them ourselves. Our leading man is 
an Indian farmer who was farming himself and he wanted to do some- 
thing, and he has been one of our standbys. Another is an Indian 
agricultural officer. So we really had about nine men among the 
Indians, and we trained those men and pooled our knowledge’and got 
them to train these other men. 

Senator Futsrient. And they trained others? 

Mr. Hotmes. Yes, sir. 

Senator Futsricnt. Yes; that sounds to me like a sound approach 
to it. 

Dr, Bennett. I asked him to tell you how many he thought they 
could train in the next few years by expanding this same plan. 

Mr. Hotes. We have got to train 60,000 men to do the job, and 
we can’t train those all at once. 

Senator Smiru of New Jersey. You mean for all India? Would 
that do it for you? They have an enormous population. 

Mr. Hotmes. I think it would. If we can train 60,000 real good 
young men who not only know what to do but don’t mind doing it, 
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and can go right out and work with the farmers in the fields and ©) 
the farms and show them, those people are smart. They are not du 
‘The farmers there are just like the farmers here in this country. | 
course they are skeptical, and they are not going to listen to son 
body who has never plowed, and until they see that a man knows |) 
to do everything he is talking about they are not going to do a th 


USE AND MARKETING OF PLOWS IN INDIA 


Senator Witey. How much do those plows cost, the new ones / 

Mr. Houmes. They are at Alahabad. They cost 78 rupees; that 
$15.60, I believe it is. 

Senator Witry. You have been furnishing how many of them fr 

Mr. Hotmes. We use them only for demonstration purposes, 

Here is the way we operate. We get these plows in and take t! 
out and demonstrate them and leave them with the farmer and let | 
try them. If he likes it we have a cooperative set-up where he 
buy the plows. We don’t give them to him. 

Senator Green. Does he ever have enough money to buy a plow 

Mr. Hotmes. Yes, sir. If he can’t buy it, then there is a cooperat 
credit system that is not functioning very well, but it can be mac 
function whereby he can buy those plows and pay so much a year, 

Senator Green. You haven't sold them that way yet? 

Mr. Hotmes. We have a cooperative that has done 10 times as mu 
business this year as previously. 

Senator Green. But you say it doesn’t work. It is like the law of 
land reform; it doesn’t work. 

Mr. Hotmes. There are thousands and thousands and thousands 
cooperatives, but we are not at all pleased with the way most of the: 
are working. They undertake too much, in the first place. We ha 
got to go in and teach them and demonstrate the fcndan ntals of t 
practical cooperative supply of seed, fertilizer, insecticides, and mat 
rials of that sort. 


AMOUNT OF TECHNICAL ASSISTANCE FOR INDIA IN FISCAL 1951 


Senator McManon. How much have you spent since you have been 
there ? 

Mr. Houtmes. All we have spent so far has been the salaries of ‘ 
men. We do need some demonstration equipment, and we do need 
some more facilities. 

Senator McManon. How much have you spent? 

Mr. Hoimes. In dollars? How much have we spent already, M 
Gordon ¢ 

Mr. Gorpon. I don’t have that material on that title with me. : S 
coming up in a couple of days. It is about $70,000 on the total : 
cultural program. That isnot only Mr. Holmes’ program but bars nish 
ing some other technical assistance in 1951. 

The total Indian program, point 4, 1951, was about $450,000. I am 
sure it is under $100,000 that was agriculture, and for Mr. Holmes’ 
program alone I don’t believe it is over $30,000 including travel within 
India, of which he has a great deal, and local expenditures for su} 
plies and equipment and local help where he needs it. 
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Of that $450,000, agriculture alone is in the neighborhood of 
$70,000, of which not more than half is Mr. Holmes’ project. We 
will give you the total breakdown of that when title III comes up. 


POSSIBLE FUTURE SOLUTION OF FAMINE PROBLEM THROUGH 
TECHNICAL ASSISTANCE 


Senator McManon. I ask that question because this committee has 
just finished and the Congress has Just put out that $190,000,000 wheat 
program to take care of a temporary situation. 

Senator Futsricur. Will the Senator yield? Why can’t it be 
worked out that the counterpart could operate to use and support and 
enlarge the very program Dr. Holmes is talking about / I think it has 
to be done with some degree of intelligence, but 1 think that same 
money, the counterpart fund, could do just the same that is being done. 

The Cuatrman. You say the point 4 program is $450,000 ¢ 

Mr. Gorvon. That was our actual expenditure in 1951. 

The Cuairman. In other words, we spent $450,000 on point 4 in 
India ? 

Mr. Gorpon. Yes, sir. 

Senator Smiru of New Jersey. Mr. Holmes, you figure you can in- 
crease the vield per acre so that, should such a plan be put into effect 
it would go a long way to meeting the Indian famine problem / 

Mr. Homes. Yes, sir. it will. It can’t be done over night. The 
only way that we know to tackle the thing is to go into areas where 
there is a large area of similar conditions—crops, soil, and that sort 
of thing— and to work with the people there, the scientists, the ex- 
periment stations, the farmers, and get in whoever we can who wants 
to do something, and to prove right on the spot to ourselves and 
the farmers these things done this mer do work, and give us this sort 
of result. Then train our men by bringing them in and letting them 
ictually do and see, and expanding that and expanding further and 
further into this area where it is applicable. 

Now, that would mean that from the beginning we can double the 
area, as we find men. Then we can train more men and get a larger 
area. You can grow faster and faster as you get more local confidence 
developed. 

So there is no question in my mind that if we can get these sorts of 
programs and train our men that we can go a long way toward help- 
ing them meet their food problem. 

Senator McManon. How long have you been there / 

Mr. Houimes. Three years. 


BACKGROUND OF WITNESS 


Senator McManon. What is your background / 

Mr. Hotmes. I am a west Tennesseean, brought up on a small cotton 
farm near Memphis. I was in extension work in Tennessee 13 years; 
[ was assistant county agent, county agent, and farm-management 
specialist at the University of Tennessee: then I went to North Caro- 
i ina State College in a similar capac ty 5 went to the Farm Security 
Administration in region 4—North (¢ ‘arolina, Virginia, West Vir- 
ginia, and Kentucky as Chief of the Production Loan Division. Then 
I was out in the Lower Yangtze Valley of China as agricultural 
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officer in the UNRRA program there, and was later put in charge of 
that region. I came back here and was employed by the Indian Gov 
ernment; went there for 2 years, came back, and was appointed under 
Dr. Bennett and have been there another year. 

Senator McManon. You have been back 1 year on the point 4 
program ¢ 

Mr. Houmrs. Yes, sir. What we did, we started this early work 
with practically nothing. It was all paid for by the Indians, includ- 
ing my own salary. Then, after we found some things that could 
be done and point + began to develop, it seemed wise and logical that 
I work with point 4. In the first place, I had finished my contract 
and I did not care to renew my contract. They asked me to. But 
it seems that we had made a start, and the thing to do was to build 
on this start that we had made, and if we could get some more men 
to go in and help us to do the thing we suffered and bled and died 
to do, that was not only the logical thing for India but it was the 
way to achieve something for all of us. 

Senator McManon. Where do you live? 

Mr. Houmes. I live in New Delhi. 

Senator McManon. Do you have a family there? 

Mr. Hotes. Yes, sir. 

Senator McManon. Do you get a living allowance? 

Mr. Hotes. Yes, sir. 

Senator McManon. How much do they pay you? 

Mr. Hoimes. My salary is $10,330 and my livi ing allowance is $2,000 
as the rental allowance, and I believe it is $1.300 for living allowance. 

Mr. Gorvon. It is the same scale as is used for the Foreign Service. 
We use exactly the same allowance rates as the Foreign Service. 

Mr. Hotmes. The reason I don’t know exactly is because it is all 
lumped together, but I believe it is $1,300 as living allowance and 
$2,000 as a rental allowance, and my salary is $10,330. 

Senator McManon. You just came home to testify about these 
programs 

Mr. Hotes. Yes, sir. I came 2 weeks ago. 

Dr. Bennett. He goes back on Wednesday. 


RESULTS OF PROGRAM IN ONE AREA IN INDIA 


Mr. Hotmes. There is another point I would like to add, if I might. 
I think this would be interesting to the committee, if you permit me. 
We don’t know how much time we have. This thing is a serious 
business with us. It is not only a question of food; it is quite serious. 
But we had an interesting thing that developed in one of the areas 
known as a Communist-dominated area. It was a village where they 
had had a great deal of trouble, and they complained that the govern- 
ment had done this or done that to them, and they were causing a great 
deal of trouble. 
One of our Indian workers went up to see the leader, and he found 
that they had a very legitimate ¢ anaitaint, 
In every village there is a faction, and because of this faction the 
leaders had not let them have access to plows or they said they couldn't 
et the seed, or other things, so we went up to see this gentleman and 
loaned him to be a highly intelligent man, and we told him that it was 
our policy to work with every man regardless of who he is, his caste 
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or his creed or his politics. That didn’t matter. We said, “We are 
here to work with people, and everything that we have got to offer is 
yours, just as it is anyone else’s.” 

“Well,” he said, “we can’t get it.” 

So we said, “What would you suggest /” We talked a while, and 
he said, “If you will put sates team of men up here to work with 
our group and give us the s same fac ilities, we will work with you.’ 

We said “Fine; we'll do it,” and we brought up another team. They 
furnished a house for this man; we gave him a duplicate set of demon- 
stration equipment. Those people became some of the best leaders 
that we have, and that, I believe, Dr. Bennett, is the area in which 
this year a high yield of 725 bushels of potatoes was produced by one 
of the farmers, which compares to their normal yield of 119 bushels. 

He did that by legumes and rotation, making fertilizer out of the 
sweepings and trash, the cow dung and whatever was available. 

Senator Wirry. Off how much land ¢ 

Mr. Hoimes. An acre. 

Senator Witey. One acre, 725 bushels? 

Mr. Hotmes. Seven-hundred-and-forty-odd. 

Now, the average yield of wheat in this area has been about 13 
bushels. The average yield of all the demonstrations, and I don’t 
think that the whole 100-mile terr itory beats this, but all those they 
have measured, which go to hundreds and hundreds and hundreds, was 
26 bushels, which is twice what it has been, and one of the demonstra- 
tion farmers harvested 63 bushels of wheat from his acre for the 
first time. The next farmer harvested 6114 bushels of wheat. 

Now, we think that the first battle to be won in India is to give those 
people some hope on the horizon, some reason to look forward to 
it that then means that there is something better for themselves and 
their children, and that is the type of thing we think is important. 


EFFECT OF INDIAN PROGRAM ON COMMUNISM 


Senator McManon. What have the Communists to offer along the 
same lines ¢ 

Mr. Hotmes. Propaganda only. 

Senator McManon. But on the basis of that propaganda they paint 
a picture of hope / 

Mr. Hotmes. It isa picture of hope. 

Senator McManon. “You join us and this will happen to you. You 
are going to have a better life.” And that costs them very little com- 
pared even to what we spend for actual production. 

Mr. Houmes. Yes, sir. 

Senator McMauon. But they have been getting away with that 
themselves. 

Mr. Hoimes. They have been filling in with something on the hor- 
izon for them to look forward to. We think if we can get them to 
see and feel and get some real production here, and they « ‘an get a 
better living—well, one man said he had wanted a bicycle all his life. 
This year he got his first bicycle. That was the thing that appealed 
to him. He got it because he had increased his production. 

Senator Futsrient. And he is now a capitalist. 

Can you give us any hope along those lines where this program 
has actually worked in taking people : away from them and shown 
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them this hope that they have painted, this rainbow, is not commensi- 
rate with what they are actually doing for them? 

Mr. Hotmes. The village that I just told you about is typical. 

Senator Futsricur. You did take them aw ay from them? 

Mr. Horimes. And they are some of the best cooperators we have. 
We have worked in criminal towns. Some of these areas are kino 
as criminal towns. We carry no arms. We work freely with the: 
and we find them very cooperative. 

Senator McManon. What do you do, work through an interpreter’ 

Mr. Hotmes. Not usually. I use whoever is around. Often we 
don’t need interpreters. We can do wonders with, oh, sign language. 

Senator Futsrieutr. Do you speak a little of the language? 

Mr. Hotmes. Very little. I understand a little of it. 

Senator Green. Some of the highest officials in India told us whe: 
we were there that there was no danger of communism; it was so ant 
pathetic to the Indian point of view and general] nature that it coul( 
get no hold. 

Mr. Hotmes. There is always danger of unrest and something ha) 
pening when people are hungry and starving and have no hope. 

Senator Green. I didn’t believe them. I wanted to get your state 
ment. 


INDIAN REACTION TO TECHNICAL ASSISTANCE 


Senator Smiru of New Jersey. What do they think your motives 

are? What do you represent to them? Do you represent America / 

Mr. Hotmes. At first they didn’t know. They wouldn't have any 
thing to do with us; they would stand off and look. 

Senator Futsricutr. The farmers? 

Mr. Hours. Then I had a man that traveled 200 miles the othe: 
day; he doesn’t speak a word of English. He came over and came to 
my house on Sunday, which I appreciate very much, and he came in 
because he had found what he thought was an improved method of 
making a well strainer. That is one of the critical things we have 
had trouble with, and he wanted to show me how to make this well 
strainer that he thought could cut the cost down by a third, and | 
think he is right. So he spoke Hindustani and I speak very iti! 
Hindustani, but he showed me about the well strainer and we pro- 
ceeded to make one and try it out to see how it worked. 

Answering your question as to how they feel, at first they didn’t feel. 
They just didn’t have anything to do with us. But as we have come 
to know them and we have worked with them and they have come 
to accept us, well, they take us to the innermost sanctum sanctorum of 
the temple, and there is nothing but friendship and cooperation that 
we get. 

LAND REFORM LEGISLATION IN INDIA 


Senator Green. What hope does the Indian Government hold out 
of improving their land-reform legislation ¢ 

Mr. Horimes. That thing is so very delicate and messed up at t!! 
time that we are walking awfully softly, and I don’t know what t! 
hold out, but it is not solid enough to dev elop as yet. It has to be . 

Senator Green. They don’t hold out any hope to the people 0! 
India ? 
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Mr. Hotmes. Oh, yes, they do. They hold out hope, but the pro- 
grams as they have set them up haven’t seemed to be too practical. 

Senator Green. What is the hope, other than existing legislation 
that they hold out? That is what I am trying to find out. What 
are they agitating for? What are the people agitating for? 

Mr. Houmes. They are agitating for their own piece of land, which 
they should have. 

Senator GREEN. Does the Government hold out any hope that they 
should get it? 

Mr. Houmes. They have passed the acts for the abolition of the 
Zaemindaris, and they are reclaiming areas of land where people are 
being resettled. 

Senator GREEN. It is a very small percentage of the whole. 

Mr. Houmes. It is a small percentage. 

Senator GREEN. We are going around in circles talking about this. 
You say they are holding out hope; I want to know what that hope 
is, and you say there isn’t any hope different from what they have now. 

Mr. Hotmes. I’m sorry; I can’t answer it.. There is hope, but we 
are not satished with it yet. 

Senator Green. What do they propose? What are you dissatisfied 
with? I know you are dissatisfied with the present legislation. What 
are the proposals for legislation with which you would be satisfied ? 

Mr. Hotes. The proposal varies with the different states. In one 
state the proposal has been all the great land owners who have their 
lands taken by the state on a gradu: ated scale. For ex: imple, the small 
man will get a large proportion of the true value of his land, and as 
the size of the estate increases that the great big holders of land will 
get a very small portion of it, and a great part of his money will be 

paid in terms of a long-term bond, so the land owners have formed an 
association and they have been fighting the confiscation of their land, 
and it does amount to confiscation when it gets to the larger areas, 
hut not so much confiscation in the smaller areas. 

Now, in order to pay that, the tenants have been asked to pay 
u this 1 year 10 times their normal rent, and that money will be used 
to retire this obligation of the government in buying this land. But 
the tenants have not responded in paying their 10 times, and the land 
owners have fought the carrying through of this act, but many of 
the political parties have pledged themselves that this thing will be 
done and it has almost reached a stalemate. 

Senator GreEN. How can the tenant pay 10 times his normal rent? 
You say he has to pay half of what he gets to the landlord. How 
can he pay 10 times that ? 

Mr. Hotmes. I don’t think he can. 

Senator Green. Where is the best law? Which is the best? 

Mr. Hotmes. I don’t think there is a best one. sir. There is none of 
them yet that is right. It is a most perplexing problem. I can’t, I 
a Sorry, answer you as you want me to, but I just can’t. 

Senator Green. When they are asking us to give millions of dollars 
for wheat they ought to be interested, and I think here is an op- 
portunity to advise them that a! should change their laws so as to 
increase the food supply of the Nation. It would increase it; would 
it not? 
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Mr. Homes. I am not so sure that it would right away. I think that 
if the farmers could get their own holdings and could get them con- 
solidated where they could irrigate it better and could protect it 
better from the monkeys and the wild cattle and the antelope and 
the nehil goa. 

Senator Futsrieutr. What is a nehil goa? 

Mr. Homes. It is a big antelope that weighs 600 to 800 pounds. 

Senator Smiru of New Jersey. Is that a sacred cow { 

Mr. Hotmes. It was until we got the name changed to “blue horse,” 
and now it is not sacred, 

Senator Futsrieut. Are they killing them and eating them ? 

Mr. Homes. They won't eat them, but you can kill them. 

Senator Futsricur. Are they good to eat ? 

Mr. Hotes. Yes, sir. 

Senator Fuusrientr. Yes, sir. Come out and we will feed you a 
steak. 

Mr. Hotes. The original name was “nehil gae.” That means “blue 
cow.” And, being called a cow, it was sacred. 

Senator Funtsricutr. Now it is a horse ? 

Mr. Houtmes. Now it has been changed to “blue horse,” “nehil goa,” 
so now it can be shot. 


LIAISON WITH EMBASSY IN NEW DELHI 


Senator McManon. Do you have any contact with the Embassy at 
all, any liaison ¢ 

Mr. Hoimes. Yes, sir. 

Senator McManon. Do you work with the Embassy ¢ 


Mr. Hormes. I am there two or three times a week. 

Senator McManon. Do you talk with the Ambassador and keep him 
acquainted with what you are doing? 

Mr. Hotmers. Very closely working with him; yes, sir. 

Senator McManon. What is the occasion for your doing that? He 
isn’t much of a farmer. 

Mr. Hotmes. Well, in working there he is the chief of the mission 
and he is responsible for the over-all program, and it is not only my 
instruction to work in close contact with him and under his genera! 
supervision, and even if I didn’t have those instructions I would 
want to work in close cooperation with him. 

Senator McManon. Is it.a pretty satisfactory arrangement / 

Mr. Hotes. Very satisfactory. 


NEW METHODS AND IMPLEMENTS THAT ARE PROVED USEFUL 


Senator Futsrigut. Have you done much irrigation work / 

Mr. Hotmes. Only small irrigation work. 

Senator Futsricut. Is there adequate ground water there / 

Mr. Hotmes. We don’t know. 

Senator Futsricntr. Haven't you drilled any wells? 

Mr. Hotmes. We have artesian wells 160 miles from the foot of 
the Himalayas. 

Senator Futsricutr. Do they flow without any pump? 

Mr. Hotes. Yes, sir. 

Senator Futsricur. Is it good water ? 
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Mr. Hormes. It is good water. 

Senator Futsricut. Why wouldn’t that be a good way to increase 
production ¢ rr afeb 

Mr. Hoxmes. That is in a limited area. These ravines are about 
125 feet deep, and during the rainy 

Senator GREEN. W hen the well is dug, who owns it ? 

Mr. Hotmes. In this case the farmer who has the land owns the 
well. He pays for it. 

Senator Futsricut. Do you drill them for them / 

Mr. Hotes. In this pilot project we have a small drilling outfit 
and a young man with two or three assistants, and they have drilled 
these wells. 

Senator Fuitsrignt. Do you think any self-propelled hay balers 
would be useful to you in your work there ? 

Mr. Hotmes. We have no place for them. 

Senator Futsrientr. And how about these big tractors! Do you 
need any big tractors ¢ 

Mr. Hotmes. In the immediate area we are in; no, sir. In the 
jungle at the foot of the Himalayas they could be used. 

Senator Funsricut. That is clearing land. I meant for agriculture. 
It would not be useful to send out large tractors and combines? 

Mr. Hotmes. No, sir. 

Senator Futsricur. How dothey thresh their wheat ? 

Mr. Houmes. The wheat is cut with a little sickle, by people squat- 
ting down. 

Senator Fu_sricut. By hand? 

Mr. Hotmes. By hand. Then it is piled in a big circular area prob- 
ably as big as this room. Then the bullocks just walk around on it. 

Senator Futsricnr. A threshing machine would be useful to them. 

Mr. Hotmers. We have gone a step beyond that, Senator. You know 
what a disk harrow is. 

Senator Futsricur. Yes; I know. 

Mr. Hotmers. Somebody, I don’t know who, developed this thing, 
but it hasn’t been used very much. It is something like a disk har- 
row, except rather than the plates being disks they are just straight 
and notched, about 12 or 14 plates on each side. Now that is made 
into a frame kind of like a disk harrow, and two bullocks drag the 
thing around, and that rolls around and has the same action as the 
bullocks’ feet, so the two bullocks pulling this thing can do the same 
threshing in 3 days that normally takes 10 days to do, and it is very 
cheap. It costs $16, or about 65 rupees, and the farmers have taken 
to that right well. 

Now, I believe that is a step from the bullock treading it out. 

Senator Futsricut. It is one of these gradual steps that Dr. Ben- 
nett talked about, isn’t it / 

Mr. Houmes. Yes, sir. And from that, then I think they can go 
to the thresher. 


FUTURE ADMINISTRATION OF INDIAN PROGRAM 


Senator Fursricur. Do you have any suggestions—wait a minute: 
do IT understand that this program is now bei ing taken out from under 
you and given to ECA in India / 

Dr. Bennerr. Yes. 
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Senator Futsrientr. As of when? 

Dr. Bennerr. With the passage of this act. 

Senator Futsrienr. Will Mr. Holmes be transferred to ECA, «) 
will they bring a new organization ¢ 

Dr. Bennerr. I don’t know. 

Senator Futsrienr. Are you familiar with the proposed progr 
for India for the coming year ¢ 

Dr. Bennerr. No, sir. 

Senator Futericur. Does it follow the pattern of the Iran pro 
gram ¢ 

Mr. Fryer. I have not studied the Indian program. It is out 
my area. 

Senator Sparkman. Where all would the point 4 program be tran 
ferred to ECA, everywhere except in Latin America ? 

Dr. Bennerr. No; it would be in south Asia, India: it would | 
in Iran, primarily. 

Senator McManon. Wait a minute. Do you mean that is wher 
it is going to be transferred to ECA ? 

Senator Futprientr. You weren’t here, I guess, a while ago. . 
is being transferred to ECA, and this program we were discussing 
the other day of machinery development in there is an ECA progra 
and not a point 4 program. It was not developed by Dr. Bennett. 

Senator McManon. What is left for you, Doctor? They have 
bisected you, haven't they ¢ 

Dr. Bennerr. Well, it will leave Latin America, independent 
Africa, which would be Liberia on the West Coast, and Libya, which: 
is soon to be free, on the north coast; Egypt, Ethiopia, in Africa. 

Senator McManon. There are no military programs in those com 
tries, are there, except in South America, which we heard about this 
morning ? 

Dr. Bennerr. That is correct; and it would leave us the Middle 
East except in Iran. 

Senator McManon. And not in India? 

Dr. Bennerr. No: not in India. 

Senator Smrru of New Jersey. Does it leave you in the Far East? 

Dr. Bennetr. No,sir. We have, 1 believe, Ceylon and Afghanistan 
and Nepal. 

Senator McManon. What is the logical basis for that—if any? 

Dr. Bennett. I am not certain. 

Senator Fursrienr. I tried to find that out. 

Senator McManon. If you tried and couldn't, there is no use of my 
trying all over again. 

Senator Furrrieut. I don’t know whether Dr. Bennett exhausted 
his views or not. I would like to hear what he thinks it is. I don’t 
want to cut off the answer. 

Dr. Bennett. I really can’t answer the question. 

Senator McManon. Is there anybody in the room who can? 


REASONS FOR SUPPLEMENTING TCA PROGRAMS WITH ECA-TYPE PROGRAMS 


Mr. Lorrvs. I can only state again what I tried to indicate before. 
that this decision is predicated largely on the size of the programs 
and the thought that if you have had a program running into several 
million dollars with a large component of supplies, it is probably 
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letter to use the experience and the techniques of the ECA, which has 
had considerable experience in procuring large quantities of stuff and 
in operating this counterpart type of arrangement. 

Senator Fursricur, Would it be fair to say, comparing the way 
Mr. Holmes describes his program in India and the proposed program 
here, that it is a change from services to the people to the supplying 
of machinery to operate in an experiment station’ There are only 
») people, I think, provided in that proposal for all the technicians to 
operate over $5,000,000 of high-powered machinery. Is that not 
about correct ? 

Mr. Lorrvs. In Iran? 

Senator Futsrieut. Yes, sir. 

Mr. Lorrus. I sent for a larger book. It seems you got an adverse 
selection. There are 20 technicians in connection with.the agricul- 
tural development institute, but the actual work in the villages calls 
for $6,000,000 more. ‘ 

Senator Futsrieur. The only one I have is the $24,000,000 one. 

Mr. Lorrus. That is in connection with that agricultural and water 

iachinery. There are a large number of other technicians in connec- 
tion With the actual work of the type that Mr. Holmes has been de- 
scribing. 

Senator Fcisricut. Will they continue the same thing, Mr. Holmes 
s doing ¢ 

Mr. Lorrus. Yes, sir. I am speaking a little more authoritatively 
with respect to India, where Mr. Holmes’ program, enlarged to the 
extent that the number of technicians makes it possible, will make it 
a part of the total program. But over and above what Mr. Holmes 

able to do with small farmers, it is proposed to make a change in 
the capital structure of Indian agriculture by reclaiming land, by 
providing them with capacity internally to produce e fertilizer, which 
they can’t import on the scale they need, and there is no hope in start- 
ing them on a seale of imported fertilizer which they can’t afford. 

Senator Futsrigut. Why can’t you do that with counterpart funds 
under the wheat fund? You could arrange for that, couldn’t you? 

Mr. Lorrvs. That would cover the local cost of the various projects. 
Actually the India program involved is a request for dollars only to 
the extent of the goods and services that they find have to be im- 
ported. 

We don’t actually have assurance that we can control the counter- 
part. JI am sure by persuasion we can control the counterpart, but 
we do not have any actual right to it. 

Senator Furrricut. The “only explanation. you have is that you 
want to make it a larger program and ECA is accustomed to larger 
programs than point 4. 

Mr. Lorrvs. It is an arrangement of convenience. 

Senator Futsricur. Could we have any assurance that the work 
Mr. Holmes is doing would be carried on? 

Mr. Lorrus. I believe we have an ECA representative here, but I 
have had their assurance that for the agricultural segment of this pro- 
gram they intend to do their best to persuade Mr. Holmes to stay on. 

Senator McManon. I should think they would. 

Mr. Lorrvs. I understand Mr. Holmes might be persuaded. 
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Senator Smirn of New Jersey. I think, Mr. Chairman, this per- 
sonal touch is the most important thing we can do, what has been tried 
in South America and India. 

Senator Futsrignr. Point 4 meant this to me, not all this high 
powered fancy agriculture. 

Senator Suiru of New Jersey. Lam with you. Iam not intereste: 
in the big machines and things. I am interested in the personal touc! 
with the farmer. 

Senator Funsricut. I think under Mr. Holmes’ own testimony, if 
we ship this same equipment over there we are going to put in Iran, 
we know what would happen to it. I don’t see ‘how these little tin ) 
farmers could use it or would use it. 


INDIAN ATTITUDE TOWARD TCA EXPERIMENTS 


Senator Green. Mr. Holmes, what is the attitude of the Indian 
Government toward your experiments / 

Mr. Hotmes. Toward the work that we have done / 

Senator GREEN. Yes. 

Mr. Hoitmes. The Government of the United Provinces has ex- 
panded that type of work and they are trying to do it over the whole 
of that State. Now, we are now undertaking to train more of their 
men and we are trying to set up arrangements to train 4,000 men this 
year. 

In other States, the State of Madras down in south India, Mysore, 
the Central Provinces, Bihar, Punjab and several others, a total of 
nine, those States are trying to institute the same sort of work. Now, 
personnel, that is the key people, have been selected in most of those 
States, and we brought those in and have had them actually working in 
some of those areas, _ where they will get the feel and the technique and 
the method, and while ex: wctly the same things we are doing will not 
apply in their areas, we have to find out what it will take to uncork 
their problem there, so to speak, and we are in the very preliminary 
stage. 

The Central Government is very much interested, from Mr. Nehru 
on down: the Secretary of Agriculture, the National Planning Com- 
mission, the whole group; and State governments are interested to the 
extent that they are trying to start similar work in their own States. 

Senator McManon. How much has it cost so far? 

Dr. Bennett. $35,000. I think we have some of that which has not 
been transferred to the United Nations which was allocated, in view 
of the fact that they have not met their requirement as yet. 

Senator McManon. The bulk of it is for greater food productio: 
and the dissemination of health information / 

Dr. Benner. And basic education. 

Senator McManon. I don’t know what the dividends are, but I a 
impressed by that $190,000,000 which we have just “loaned” to India. 
and about $75,000,000 that we have put out to Yugoslavia, on two food 
jobs in this last year, which is $265,000,000 and you don’t know how 
much more we have put out. 
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POSSIBILITY OF INCREASED FOOD PRODUCTION IN ETHIOPIA AND ELSEW HERE 


Dr. Bennetr. I think in all fairness I should say this to the com- 
mittee. My deliberate judgment is that increased food production is 
one of mankind's biggest problems, and you cannot get it beginning 
at the top. You have got to begin at the bottom, where the people 
are who produce the food, with the individual farmers. Mr. Holmes 
believes, and I believe, that within a reasonable number of years— 
within a few years, in fact—India can be self-sufficient in food pro- 
duction. We believe that Latin American production can be increased 
materially to add to the sum total of the food needs of the world. 
We believe that Ethiopia, a little unknown and insignificant country to 
many people, located in equatorial Africa, with the finest body of black 
Jand that I have run on to anywhere outside of the United States, 
untouched—it reminds you of north Texas of 50 years ago; it reminds 
you of Iowa, of the Corn Belt generally—they can grow corn; they 
can grow anything, and millions of cattle. They have no roads to the 
sea. The World Bank is helping them build a road there now. 

That country can add to the sum total of food production at least 
enough to meet the supplemental needs of all the Middle East—that 
one little country. It 1s not so little, either, when it comes to that. 

Senator Fuitsricut. Have you been up there / 

Dr. Bennetr. Yes,sir. I was there 2 weeks ago. 

Senator Futsrientr. How is the rainfall / 

Dr. Bennerr. Rainfall is adequate. They have two rainy seasons 
and, unlike the monsoon areas of India, and all of the area of the mon- 
soons, it doesn’t come sideways, it doesn’t blow in, nor is it constant. 
It comes down, just a gentle downpour. It rains a little every day 
for 4 months beginning i in June, through July, August, and Septem- 
ber, and then there is in the early spring of the year, beginning early 
in April, about a 2 months’ brief rainy season. They have, I should 
say, between ten and fifteen million head of their cattle on the range, 
of the zebu type. 

Senator Futsricur. Are they good cattle / 

Dr. Bennerr.. They are zebu type. They can be improved, like the 
Brahma of India. They have not been bred up. They can be. It 
can be made one of the greatest cattle countries on earth. These great 
pastures have the base grass of Bermuda—African Bermuda—and 
that is where we get our grass. Most of the best grasses in the United 
States are African grasses. 

Senator Futpricnt. Is that similar to our old buffalo grass? 

Dr. Bennerr. Quite: very much like the buffalo grass. It is the 
Bermuda grass we have here. 

Senator Fu.isrient. I thought that came from Bermuda. 

Dr. Bennerr. No, sir; it is African, and on top of that they have 
Sudan grass, which is quite common in this country; the Rhodes grass, 
which has been developed so well down on the King ranch, is an 
African grass. 

To say the least of it, there are no fences, and these cattle and sheep 
just graze by the thousands and millions. 

Senator Futpricutr. How about disease ? 

Dr. Bennerr. They have some disease. You find it always. In 
India you find it everywhere, some types of disease, but where cattle 
are free to roam it doesn’t affect them very much. 
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Senator Knownanp. Have they had hoof and mouth disease / 

Dr. Bennert. They have had Rinderpest. It is just a fever dis 
ease that hits an animal and makes its eyes water and the animal lose 
appetite for a while and runs down. Some of them die; most of then 
don’t. We havea certain cure for it; that is, a vaccine. 

Senator Futsrieut. A vaccine? 

Dr. Bennerr. And we have put in a little laboratory through th: 
United Nations Food and Agriculture Organization program. 


SITUATION IN ETHIOPIA 


Senator Futsricur. Do you have a program in Ethiopia now / 

Dr. Bennetr. Yes, sir. 

Senator Futsrientr. How large is it? 

Dr. Bennett. It is quite small. 

Senator Furericut. Doing the same thing Mr. Holmes described / 

Dr. Bennertr. The same thing. The ground is excellent, the peopl 
are industrious, and it staggers the imagination when you visit Ethio 
pia and think what:it can do, being just across the Red Sea from th 
desert. You come up; there is about 80 percent of the land that is over 
6,000 feet above sea level. 

Senator Funsricur. It is pretty good climate, then ? 

Dr. Bennerr. It is wonderful, and 2 weeks ago when I was there 
vou had a fire in the fireplace all day. They have open fireplaces. And 
at night you sleep under blankets. 

Senator McManon. That is why Mussolini wanted to chase Haile 
Selassie out of there. 

Dr. Bennett. I think Mussolini used better judgment there than 
in many cases, but it is a wonderful country / 

Senator McMaunon. Haile Selassie is still there ? 

Dr. Bennerrt. Yes, sir: and he is one of the most gracious and com 
petent rulers among men. I will tell vou how well the country is or- 
ganized. I have been all over the country. You can go anywhere 
you want to alone and walk the highways without any fear at all- 
none. Contrast that with the country he is taking over 

Senator Futsricur. Contrast it with New York City. You wouldn't 
want to do that in a lot of places in New York City. 

Dr. Bennerr. I wanted to get a little further away. Go into 
Eritrea, and you cannot leave Asmara without an armed guard today. 
The shifta, the outlaw, is all over the country. But the proposal is 
that the United Nations has agreed for federation by September of 
1952, and speaking on the subject of Haile Selassie, the Emperor, m) 
guess is that if the federation comes, law and order will extend to the 
ea just as it extends all over the highlands of Ethiopia now. There 
is no question about law and order being established and respected 
everywhere you go in Ethiopia. 

Senator McMatton. How does he enforce it? 

Dr. Bennerr. He enforces it by the native police. There is a little 
difference in law there and elsewhere. This is fairly immediate. 

Senator McManon. They chop their hands off, don’t they # 

Dr. Bennerr. They have a “hanging” day. 

The Cuarmman. Their religion is Coptic? 
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Dr. Bennetr. Coptic Christian. The Emperor is a very devout 
Christian. I found him one of the most intelligent and competent men 
| have run into anywhere. 

Senator Futsrigur. What kind of city is the capital? Is it modern 
in any way? 

Dr. Bennett. It is a mixture of ancient and new. The hotel there 
is modern, The Bank of Ethiopia, which is the state bank and the 

bank of issue—he has just one bank, the State Bank of Etiopia, with 

beanies over the country, is an excellent bank. He came to the 
United States to get a banker, and he got a Georgia banker, a man 
who had been with our Treasury Department, a man who has been 
with General Clay in the reestablishing of a firm currency in West 
Germany, and who was one of the Governors of the World Bank. He 
is one of the most competent men I have run into anywhere, and he 
runs the banking system of Ethiopia. 

Senator Futprieur. What is the population / 

Dr. Benner. The popul: ition is 7 or 8 million people. The area 
of the country, I said a moment ago was small. I take that back. It 
is about the geographical area of Texas and Oklahoma combined, 
and that makes quite an empire all its own. 

Senator McManon. That is 40 times bigger than Rhode Island. 

Senator Futsricur. That’s bigger than Texas. 

Their agricultural procedures are very primitive, I take it? 

Dr. Bennett. Quite primitive, but people want to learn. 

Senator Futsrieutr. They do? They cooperate with your people as 
well as the Indians? 

Dr. Bennerr. Yes, sir. 

Senator Green. If there are no more questions, Dr. Bennett, have 
you anything more you want to say to us? 

Dr. Bennett. I have only this to say, that I would like to express 
my deep appreciation for the courtesies extended to me and ny asso- 
ciates. I am sorry we cannot answer all the questions. I would like 
to say to you that I have appeared before two committees of Congress, 
the Foreign Affairs Committee of the House last week, and this is 
the first time in my life I have appeared before a committee of the 
United States Senate, and you have been so kind and gracious and 
helpful I want you to know that I personally, on my behalf and that 
of my associates, want to express appreciation. 

Senator Green. Let us thank you and your colleagues for all the 
information you have given us. You have answered all our questions, 
some of which were repetitious and some of which were far from the 
point, 

Senator Futsrieut. Before he goes I want to make one suggestion 
or request, that he or Mr. Fryer supply us, in simplified form, with 
this matter of how much money you have projected in your program 
under this bill, so that we will have it definitely. 

(Classified information was furnished the committee.) 

Dr. Bennetr. We will be glad to do that. 

Senator Saari of New Jersey. I asked Horace Smith if he 
would take these figures and separate the military, the economic, and 
point 4 so we could get a clear breakdown of the three things. 

Senator Futsrieut. I want to be able to compare the point 4 money 
andthe ECA. I would like to have what has been done this past year, 
so we can show the build-up. 
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(Classified information was supplied in this point.) 

Dr. Benner. We will be glad to do that, and our program is smal], 
but we feel like it is doing a full share in bringing about better under- 
standing among our fr iends, our best customers. 

Senator Smiru of New Jersey. Did you ever hear the expression, 
“a little leaven at the lump”? 

Senator Funsrieut. I think you are on the right track. I think 
it fits in well with the exchange-of-persons program which can help 
your program. 

Dr. Bennett. It can help immeasurably. 

Senator Fu.srieut. 1 think the two are the most efficient use of 
the money. 

Senator Green. (acting chairman). The committee will meet 
tomorrow morning at 10 o’clock, not at 10:30. 

(Whereupon, at 2:20 p. m. a recess was taken until the following 
day Tuesday, August 7, 1951, at 10a. m.) 
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TUESDAY, AUGUST 7, 1951 


Unrrep STaTes SENATE, 
CoMMITTEE ON Foreign RELATIONS, 
COMMITTEE ON THE ARMED SERVICES, 

Washington, D.C. 
EXECUTIVE SESSION 


The committees met, pursuant to adjournment on Monday, August 
6, 1951, in the Foreign Relations Committee room, U nited States 
Capitol. Senator Tom Connally, chairman of the Foreign Relations 
Committee, presiding. 

Present from the Foreign Relations Committee: Senators Connally, 
George, Green, MeMahon, Fulbright, Sparkman, Gillette, Wiley, 
Smith of New Jersey, Hickenlooper, Lodge, and Brewster 

Present from the Armed Services Committee : Senators Hunt, 
Bridges, Saltonstall, Cain, and Knowland. 

Present from the Foreign Relations Committee staff: Dr. Wilcox, 
Mr. O'Day, Dr. Kalijarvi, and Mr. Holt. 

Present from the Armed Services Committee staff: Gen. Verne E. 
Mudge. 

Present from the Appropriations Committee staff: Mr. Everard 
H. Smith. 

Also present: Ben H. Brown, Jr., Deputy Assistant to Secretary 
of State for Congressional Relations: James Cooley, ECA; F. A. 
Allan, ECA; Ruth M. Briggs, Department of Defense; Samuel 


=a 


Efron, Office of the Secretary of Defense. 


STATEMENT OF THOMAS D. CABOT, DIRECTOR, INTERNATIONAL 
SECURITY AFFAIRS, ACCOMPANIED BY CHARLES COOLIDGE 


The Cuatrman. Mr. Cabot, vou have called on us to be heard on 
the administration of the program; is that right / 

Mr. Cazor. There were three points I would like to cover with you 
this morning. I thought if I had your permission I would file a 
statement on the changes in the legislation; why we have one bill 
for mutual security, and what changes were necessary in order to 
have one bill. 

(The prepared statement by Mr. Cabot follows :) 


STATEMENT OF THOMAS LD. Casor, DikecTOR OF INTERNATIONAL SECURITY AFFAIRS 


1 am here this morning to testify on two major aspects of the proposed mutual 
Security bill. 

First, I have a prepared statement summarizing the legislative proposals 
Which the administration has made. This statement sets forth the reasons why 
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one single bill was considered more desirable than several separate bills. It also 
explains the amendments to existing legislation which are proposed, and which 
experience has indicated are necessary if the United States objectives of the 
program are to be achieved most effectively. With the committee’s consent, 
I'll not read this statement word for word, but will cover its main provisions 
briefly in my oral remarks. 

Second, I should like to describe the present organization with which we 
propose to administer the program, and the factors which should control the 
decision on the type of organization need to administer the program. 

Before I start, however, I have been asked by the Secretary of State to make 
a statement to you about the figure of $25,000,000,000 as the cost of our program 
for this and the two following fiscal years. 


I. SUMMARY OF LEGISLATIVE PROPOSALS 


We recommend that in authorizing the program, you make the maximum 
possible use of the authority which is contained in those existing foreign-aid 
laws that have already stood the practical tests of experience. ‘therefore, 
lieu of drafting an entirely new statute, we suggest that it would be wise 
continue to employ the Mutual Defense Assistance Act, the Economic Coope! 
tion Act, the Act for International Development, and other similar laws, amend- 
ing them to the extent necessary in order to adapt them to changed circumstances 
and so as to weld them firmly together into a single legislative framework. We 
propose that Congress, by amending prior legislation and writing appropriate 
new provisions, deal with a series of substantive problems for which existing 
authority provides no adequate solution. 

The entire program has the primary purpose of providing resources whi 
other free nations do not have and which they require in order to resist Sov 
imperialism. The kinds and amounts of resources required differ markedly 
from region to region, and from country to country. Such differences mere|y 
reflect variations in the form of the threat and in the capabilities of different 
peoples, with different resources and skills, to meet the threat which imperils 
them. In some nations the fundamental need is immediate military strength; 
in others, the kind of social, political, and economic stability that will make its 
society less open to Communist subversion; and in the majority, some Combina 
tion of all of these. The situation in a particular country may therefore re 
quire one or more of the following: finished military equipment which can be 
immediately used by its forces: commodities which are necessary to sustain 
its underlying economy; raw materials or machinery which are essential to 
maximize local military production; technical assistance to increase industrial 
productivity, or, as in the underdeveloped areas, to open horizons for new aud 
improved social, health, and economic conditions; relief supplies to meet iu 
mediate and crucial emergency conditions such as those which have existed 
among the Palestinian refugees and which are to be expected in Korea; training 
in modern military techniques and weapons; or food, clothing, and fuel to 
support military forces which are necessarily larger than those which the local 
ecohomy can possibly maintain without outside help. 

It is obvious that in any country where two or more different forms of resources 
are required, it would be folly to make judgments with respect to one form of 
aid without reference to the others and without seeking that combination 
all forms of aid which will best support our objectives in that country. For 
another thing, it must also be clear, given a country’s requirements and its mix 
mum capabilities in terms of materials, facilities, and manpower, that failure 
to provide resources in one form frequently merely increases, sometimes very 
disproportionately, the amount of resources that must be provided in another 
form. For example, a reduction in the economic aid proposed for Europe wo 
necessitate over the long term a substantial increase in the military equipm 
program, an increase which might greatly exceed the amount of the reducti 
Conversely, a significant cut-back in the military equipment program would 
require a step-up in the economic program. The real task, therefore, is to strike 
a proper balance between the two so that, for a specific amount of total assisance, 
we achieve the largest increment in total European strength. This cannot he 
done if we separate each form of aid into separate isolated compartments. Our 
objective everywhere should be to capitalize, by a-careful selection of types of 
aid and techniques, on the particular capabilities of a country with the minimum 
net demand on our own wealth. 

It is essential, in selecting the forms of aid to be provided, and in the allocation 
of different types of resources between United States requirements and com- 
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peting foreign claimants, that we undertake these tasks against the background 
of world-wide plans and through machinery which assures that the available 
quantities of each type of resource will be employed so as to produce the largest 
possible increment in the security of the free world. These things will be 
difficult to do under any circumstances, and they will patently be impossible of 
xuccomplishment if we treat this program as a series of unrelated and separately 
administered undertakings, each devoted to providing one particular type of 
resource for only one segment of our total objective. Our efforts to create mili- 
tary strength in critical foreign areas, and particularly in the North Atlantic 
Treaty area, are part and parcel of our own national security program. ‘This 
relationship is also close in the case of other forms of aid because we are dealing 
with personnel, materials, and equipment for which combined foreign and domes- 
tic demands exceed availabilities. Consequently, sound judgments as to those 
domestie and foreign programs which should be emphasized presuppose a broad 
examination of our total security requirements rather than the kind of dis- 
jointed and parochial approach which is inevitable if each foreign-aid project 
is considered in isolation. 

A final advantage of the single program is the opportunity which it affords to 
the executive branch, to the Congress, and to the American public to gain a 
clear appreciation of the full scope of our foreign-aid activities. 

A major question concerns the extent to which we should rely upon existing 
legislative authority. The preparation of wholly new legislation is a long and 
complicated affair in which it is difficult, in spite of the most able and meticu- 
lous draftsmanship, to deal with ali the problems which require treatment, or 
to do so in a way that will obviate the subsequent development of major issues 
of interpretation. Consequently, if we can, by simple amendiments, use existing 
laws for the Mutual Security Program, such a course would have many advan- 
tages. Their scope and meaning are clear and understood by all concerned ; 
they have, in general, met the test of experience; and a large number of people 
in this country and abroad are familiar with the procedures which have been 
developed for their administration. Moreover, perhaps 50 rather elaborate inter- 
national agreements have been negotiated under the authority of these laws 
and have proven to be satisfactory instruments for our dealings with other 
countries. 

I believe that a partial inventory at this point of the legislative amendments 
which we propose will provide a useful background during the remainder of 
these hearings. They fall into three principal classes: (1) Those which give 
concrete recognition to the fact that the Mutual Security Program is a single 
program with several interdependent and mutually supporting elements; 
(2) those which increase the geographic coverage of the Mutual Defense Assist- 
ance Act, the Economic Cooperation Act, or the Act for International Develop- 
ment; and (8) those which amend provisions in the foregoing laws which are 
not entirely adequate to meet a number of current problems. 

We have prepared a new statement of purposes which embraces the total 
objectives of the Mutual Security Program and which modifies, to the extent 
that they are inconsistent therewith, the purposes originally set forth in the 
Mutual Defense Assistance Act, the Economie Cooperation Act, and the Act for 
International Development. The new statement emphasizes the primary need 
for strengthening the collective defenses of the free world and the importance 
of developing the resources of the free countries, both as a foundation for mili- 
tary strength and in order to increase their ability to resist internal aggression. 
It recognizes that, in Europe, economic recovery need no longer be given a 
priority over efforts to increase military strength. 

The new legislation should also recognize that no one can foretell the exact 
course of events during the next 12 months and that the pattern of assistance 
which we are presently proposing may therefore need to be somewhat modified 
if it is to be responsive to changing requirements. Consequently, there should 
be authority to utilize a small portion of the funds which may be authorized for 
a particular type of assistance in one geographic area for the purpose of in- 
creasing the amount of the same form of assistance in some other part of the 
world. In the fluid state of current affairs, new emergencies may develop, and 
we must be in a position to respond to them quickly and forcefully. Experience 
with the Mutual Defense Assistance Act has already demonstrated the im- 
portance of this type of flexibility. Specifically, we suggest that not to exceed 
10 percent of the amount made available by Congress for a specific form of 
assistance in any one region should be available to provide the same form of 
assistance in other regions. 
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In Europe, where the interrelationship of military and economic aid is close, 
we recommend that a limited portion of the amount appropriated for economic 
assistance should be available to augment the amount appropriated for mili- 
tary assistance, and vice versa. We should be in a position, if the opportunity 
presents itself, to capitalize to the maximum on European capabilities for raising 
forces and producing munitions, even though this requires the utilization of 
some of the funds which are presently intended for military end items. If an 
additional dollar of United States economic assistance will result in European 
military production of a value several times such amount, its use in this fashion 
certainly represents a better investment than its use for the procurement of 
military equipment in this country. 

Several other changes are also needed in order fully to integrate existing laws 
into the concept of a single program. Some of these have to do with the use 
which may be made of local currencies that are received as an incident to the 
operation of any present foreign-aid legislation. We propose, for example, that 
any local currencies, regardless of the particular act under which they are 
generated, may be utilized to further the program as a whole. We also believe 
that Congress should explicitly authorize the use of counterpart to support 
the European rearmament effort. 

Finally, in recognition of the fact that we are here dealing with a single, 
unified program, we recommend that the separate reporting requirements in 
each of the present foreign-aid laws be replaced by authority to file periodically 
under one cover reports concerning all of these operations. 

The second class of problems to which legislative attention should be given 
derive from the need to extend certain types of aid to new areas or countries. 
Since these needs have been adverted to by previous witnesses and will be 
described in detail by those who will follow, I will simply list the more important 
of them. They are: 

(1) Authority, upon a finding by the President that certain conditions 
affecting our security exist, to extend assistance to free countries of Europe 
even though they are not members of the North Atlantic Treaty or of the 
Organization for European Economic Cooperation. This would, among other 
things, permit the provision of economic assistance to Yugoslavia. It would 
also, should this become important to the defense of the North Atlantie 
area, permit us to furnish military aid to a number of non-NATO countries 
with somewhat greater facility than is possible at present ; 

(2) Authority, again after a determination by the President that such 
action is important to the security of the United States, to employ 10 percent 
of the amount made available for military assistance to Greece, Turkey, and 
Iran, for the provision of this form of assistance to other nations in the Near 
East. We must have the ability to move rapidly in this crucial area if a 
situation arises in which military aid will further the cause of the free 
world; 

(3) Authority to furnish a limited quantity of military assistance to other 
American Republics when assistance of this character will further the per- 
formance by them of specific missions which are important to the defense 
of the Western Hemisphere ; 

(4) Authority to make contributions to the United Nations Korean Recon 
struction Agency, the organization through which the difficult task of re 
building the economy of that war-ravaged country will be undertaken ; and 

(5) Continued authority to contribute a limited portion of the amount 
made available for economic assistance for the support of technical assist 
ance programs to be carried out through the United Nations and the Organi 
zation of American States. 

The third class of problems requiring some form of legislative action arises 
from the inadequacy of certain provisions in existing foreign aid statutes. 

In the first place, we have reached the point where we should raise the present 
limitation, contained in the amended Mutual Defense Assistance Act, on the 
value of excess materials which may be transferred as grant assistance with- 
out charge to military assistance appropriations. The present limitation based, 
as it was, on the availability of excess equipment in relation to requirements as 
of some 12 months ago, is no longer realistic. 

A somewhat comparable problem has arisen in the administration of the reim- 
bursable aid provisions of the Mutual Defense Assistance Act. The present law 
permits the United States Government to place military procurement contracts 
on behalf of other governments, but limits the unliquidated value of such con- 
tracts which may be outstanding at any one time to $100,000,000. Inasmuch as 
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the Canadian Government, which is paying cash for all the equipment which 
it must obtain in the United States, while at the same time making substantia} 
grants of military equipment to other NATO forces, has requirements which are 
three or four times in excess of this sum, this limit should be raised. We pro: 
pose that it be fixed at $500,000,000. 

The present reimbursable aid provisions have also confronted us with another 
problem which was not foreseen when they were rewritten in the summer of 
1950. At that time, the original law was amended so as to permit reimbursable 
assistant to any nation which is not eligible to join established collective defense 
arrangements but whose ability to defend itself, or to participate in the defense 
of the area of which it is a part, is important to the security of the United 
States. In the case of any such nation, the transfer of equipment must be pre- 
ceded by adequate assurances that the equipment is required for, and will be 
used solely to maintain, its internal security or legitimate self-defense, or in 
order to permit its participation in area defense. These safeguards were, and 
remain, important. However, they overlooked the possibility that certain na- 
tions would need to purchase United States equipment in order to participate 
in collective United Nations actions. They have thus sometimes prevented the 
use of this form of reimbursable aid to furnish supplies required by foreign 
units under the United Nations command in Korea. We believe the reimbursable 
aid provisions should be amended so that we can meet this type of situation 
in the future. 

Another important problem which should be dealt with in the new legislation 
is that of acquiring local currency which is necessary to carry out foreign 
assistance programs in the Middle East, South Asia, and the Far East or which 
is needed to provide the local currency expenses of increasing the foreign pro- 
duction and availability of materials in which the United States is deficient. 
This complicated problem will be fully covered by subsequent ECA witnesses. 

There are also a number of problems of a primarily technical nature which 
deserve congressional attention. One results from the fact that the North 
Atlantic Treaty Organization has certain expenses toward which each of the 
participating governments must contribute. These include the expenses of 
SHAPE, the Council of Deputies, the Defense Production Board, and other 
agencies of the treaty. While the present Mutual Defense Assistance Act unques- 
tionably provides the authority for United States contributions for this purpose, 
it seems desirable to make this authority more explicit. Another problem relates 
to the transfer of patents and know-how which are frequently essential to the 
initiation of military production abroad. Still other problems concern the hir- 
ing, security clearance, and compensation of personnel who are needed to 
administer the program. 

The requests, as submitted to you, represent the culmination of nearly a year’s 
concerted work in the executive branch. This work has included: determina- 
tions as to requirements; the screening of requirements against availabilities ; 
a series of judgments concerning the relative importance of various regions 
and countries; and the development of illustrative programs of assistance. The 
product reflects the best judgment of all agencies concerned with respect to the 
amounts and types of aid which should be furnished. I should stress, however, 
that the aid proposed will not fill requirements because these requirements 
exceed the resources which we can presently make available to meet them. 
Consequently, we have done all the pruning that seemed possible without 
destroying essential activities. 

[ want to reemphasize that those of us who have developed this program do 
not claim omniscience. We are certain that our experience in tackling specific 
problems and the occurrence of events which we cannot now foresee will neces- 
sitate some variations in our present, illustrative programs. It is this factor 
of future uncertainty which underlines the need for some flexibility in trans- 
ferring funds among areas and, in certain instances, between economic and 
military assistance. 

It should be noted that the expenses of administering the entire program, 
including expenses incident to United States participation in international 
Security organizations and expenses of domestic programs under the Act for 
International Development, would, under our proposals, be taken out of the sums 
which we have proposed for the European area. 

All funds for economic assistance in the European area, including assistance to 
further European military production is included in the $1,675,000,000 which 
we propose should be administered under the provisions of the Economic 
Cooperation Act. I point this out because, in the past, funds for increasing 
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munitions production abroad were authorized and administered under th 
Mutual Defense Assistance Act. Subsequent witnesses will explain the reason 
for, and the consequences of, this change in approach. 

Finally, I want to stress that it is absolutely vital that unexpended balances 
of prior appropriations should continue to be available. ‘These balances hay: 
already been fully programed, and are in varying stages of use. The pr 
grams which we are now proposing fit onto, and assume the completion of 
the projects and activities for which these balances have long since been ea: 
marked. Failure to provide this carry-over would simply necessitate an increase 
in our present request by the estimated amount of these unexpended sums. 

The Cuamman. What do you mean by one bill? Do you mean o: 
plan? 

Mr. Caror. Yes, sir. 

As you know, this bill merges the three previous bills, the ECA bill, 
the MDAP bill, and the International Development Act. 

Senator Bripers. May I ask the witness if you have one bill ai 
are you in favor of putting it under a single independent agency to 
administer ? 

Mr. Cazor. No, Senator. I will cover that in due course if I may. 

Senator Smrru of New Jersey. Mr. Cabot, do you support the pend- 
ing bill, 1762? 

Mr. Canor, Yes, sir. 

With your permission then, sir, I will simply file the statement on 
the changes in the legislation and I will summarize, if you wish, very 
briefly orally. 

The CuairmMan. We will be glad to have it summarized. 

Mr. Caror. I want to read a statement with regard to the size of 
the program in order to clear up some previous testimony and I wish 
to make an oral statement with respect to administration and organi- 
zation of the act. 

The Cuatrman. “Organization of foreign-aid problems” is your 
subject; is that right? 

Mr. Carnot. Do you wish me to make an oral summary of the state- 
ment which has just been distributed or do you just wish to have it 
put in the record? 

The Cuarrman. If you can do it briefly, we will be glad to have you 
do it. 


Mr. Caror. I will attempt to do that. 


REASON FOR A SINGLE BILL 


As you know, we propose to use the existing laws because they have 
already stood the practical test of experience. We wish to continue 
to employ the Mutual Defense Assistance Act, the Economic Coopera- 
tion Act, and the Act for International Development and to weld them 
together into a single act and a single program. 

The CHamman. You are the new head of that organization ? 

Mr. Caror. I am referring to the bill you have filed, 1762, which 
does not create a new head of that organization. It merely welds the 
present existing laws. 

The Cuamman, All right. Go ahead. 

Mr. Canor. We are doing this because failure to provide resources in 
one form frequently merely increases the necessity to provide resources 
in another form-in-aid. 
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In other words, economic aid and military aid are today to a very 
large extent mutually supporting and are supplementary, one to the 
other. 

Senator Green. How does military aid support economic aid ? 

Mr. Cazor. I will correct myself, Senator Green. Military aid, I 
would not say, supports economic aid. Economic aid, however, sup- 
ports the build-up of military production. 

Senator Green. I understand that. 

Senator McManon. Military aid gives security behind which people 

can tend to their economic knitting. In my opinion they are mutually 
dependent upon one another. If they have no aid at all and they 
see this threat over their shoulders, they are not going to weave very 
much cloth or build many additions to railroads. 

Senator Knowtanp. And as was demonstrated in Korea, if you 
do not have adequate military aid, what economic aid you have put 
in is apt to go down the drain through the aggressor coming in and 
taking over. 

Senator Witey. No disagreement. 

The Cuarrman. Proceed, Mr. Cabot. 

Mr. Cazor. We feel it camitiel in selecting forms of aid that we 
do so against the background of world-wide plans and that we do it 
through machinery which will produce the largest possible security in 
the free world. 

We believe that our efforts are part of our own national security 
program and that this bill supports our own national security. 


CHANGES SUGGESTED IN EXISTING LAWS 


We feel that the preparation of wholly new legislation is a long 
and complicated affair and it requires very meticulous draftsmanship 
and consequently we should, if we can, by simple amendments, use 
the existing law, the meaning of which is understood by all concerned, 
particularly in foreign countries and which has stood the test of 
experience. 

There are about 50 international agreements which have been 
based upon the present laws and which might have to be altered 
should Ras be a change in the fundamental basis of these aid ve 

We propose, to be more specific in the changes we have made, 
new statement of purposes. We are suggesting flexibility of 10 per- 
cent as between the regions or titles of ‘the act. We are proposing 
that in Europe there be a flexibility of 5 percent as between economic 
and military aid. That is 5 perce nt of the total of the title I section 
of the act. That is between economic and military aid, and vice 
versa 

USE OF COUNTERPART FUNDS FOR MILITARY ASSISTANCE 


Senator Brioees. Are you proposing to use counterpart funds to 
build wp military aid / 

Mr. Casor. Counterpart funds will be used for many purposes, in- 
cluding the increased production in Europe of military goods. 

Senator Bripers. I mean before this they have been very vague 
about the use of counterpart funds. It could save the taxpayer and 
the United States of America considerable money if counterpart 
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funds were routed in the direction of military help rather than havin, 
these countries use them largely for their own purposes. I wondered 
if you have worked out something on that. 

Mr. Canor. I think we have; yes, sir. We have used counterpart 
funds for many of the purposes that we desire these countries to 
accomplish. 

The title to the counterpart funds, you realize, belongs to the re- 
cipient countries but can be used only with the consent of the United 
States. 

Senator Brinces. Let us take France for an example. France has 
a certain amount of counterpart funds. We have counterpart funds 
which come as a result of our aid. Ninety-five percent of them in the 
country are to be used only with our approval. 

Looking toward saving the United States of America as much 
money as possible and at the same time to help in the general objec 
tives we seek, why can there not be a very definite program for the 
use of counterpart funds for military development in those countries / 

Mr. Carnor. There certainly can, sir. Counterpart funds, however, 
cannot be used twice. They add to the funds available to the recipi- 
ent country for the many purposes which the United States seeks. 
For instance, for the support of troops as well as the increased military 
production within the recipient country. 

Senator Brincrs. Before we get done, I would like to have a list, 
Mr. Chairman, if possible, showing just how they propose to use 
counterpart funds. 

One of the ways that I can see that you might save some money 
here is througha more adequate and thorough use of the counterpart 
funds in the objective which we are seeking. So far I have not seen 
any defienite program for that use. It is something certainly in line 
with the objectives we are seeking. Yet they are certain funds that 
would save the American Government direct appropriations and it 
would all be in a common cause. 

The CHatrmMan. Why should we not pay all expenses out of counter- 
part funds? Ido not think it is quite right. 

Mr. Caror. I was going to bring up the objectives of the aid. 

The Cuatrman. Have you finished on your answer on the counter- 
part funds ? 

Senator Brwwcrs. What counterpart funds are available in each 
country and how do you propbtse to use them in the future to develop 
this military program upon which we are cooperating? In turn, it is 
of interest to us because it means saving American dollars; not having 
appropriated American dollars for one thing and creating counter- 
part funds. If we can use those counterpart funds in the objectives 
we seek, it will prevent our appropriating more money in another 
field. 

Mr. Canor. I agree with you, Senator. 

Senator Brivces. I do not suppose you have those figures now, but 
if you will present them for the committee, I think it will be very 
helpful. 

(The information requested appears earlier in answer to a previous 
inquiry.) 
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POSSIBLE POOLING OF COUNTERPART FUNDS 


Senator KnowLanp. A week ago some of us requested specific in- 
formation en counterpart funds, country by country; how much was 
unspent and how much was unencumbered so that we could meet this 
problem. ‘The testimony was that there was about 1.25 billion dollars 
2 counterpart funds. The suggestion was that perhaps they could 
be pooled so that if country A needed certain military equipment 
that the counterpart funds in country B, if the material could be 
secured there, could be used for that purpose, so they would not be 
frozen, necessarily, in each individual country. 

Now, the time for us to get that information is before we start 
marking up this bill and not afterward. I think we should have 
that and have it very promptly. 

Mr. Canor. We will endeavor to furnish all the information you 
wish, Senator. That I thought had been brought out in the testi- 
mony of the ECA witnesses. 

Senator KNow.anp. They brought out what the total amount was; 
1.25 billion dollars in counterpart funds, but I remember vividly 
Senator Lodge and some of us suggested a year ago that due to the 
growing danger of communism in ‘Europe that the ‘counterpart funds 
might be used for defense and the ECA objected to language in the 
amendment that would permit that at the time. 

I think such an amendment will be presented this time and we 
should have the basic facts upon which to reach our decision. 
think we have received them yet. 

Senator Brivges. It is one way of seeking the objective of your 
program and at the same time one way of saving this Government 
direct. appropriations. For that reason, it should certainly interest 
us and I think should interest you. 

(The information was supplied previously. ) 

Mr. Capor. Yes. 

No doubt you are aware, Senator, that this act permits the use of 
counterpart funds for military purposes, whereas the previous ECA 
Act did not permit that. 

Senator KNowianp. To an unlimited degree. 

Mr. Casor. There is no limit to the use of them for military 
purposes. 

Senator Loper. When you say “military purposes,” do you mean 
to build a machine-gun factory? Would that be a military purpose 
or economic purpose 4 

Mr. Cazor, It could be used for that purpose ; yes. 

Senator Smiru of New Jersey. Do we work with those countries on 
this? 


Mr. Capsor. That is correct. 


I do not 


CONSIDERATION OF COUNTERPART FUNDS IN ARRIVING AT TOTAI 
OF AID , 


4 AMOUNT 


Senator Brivces. If you are changing this law and you have various 
amendments, as long as we are furnishing the money to start with, 
certainly we should at least follow through and make sure that we 
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at least are in a position to influence these countries in the use of those 
funds for the collective joint purpose which we seek as our own mutual 
security. 

Mr. Casor. Yes, Senator. I feel we do use our influence on the use 
of these funds. In fact, that is the main purpose of aid, in mj 
opinion, to effect the purposes and the objectives of our whole foreis 
and military policy. 

Senator SatronsratL. Mr. Cabot, are the amounts included in this 
bill filed by the chairman based on the use of counterpart funds in tho 
countries, or are they based on what you thought was an over-al] 
amount that was proper and then the counterpart funds were thrown 
in on top if the countries wanted them ? 

Mr. Canor. It was intended that the counterpart funds be used to 
provide additional budgetary revenues to the recipient countries. I) 
fact, the amount of effort we believed these countries could perform— 
the military effort—is based on a certain amount of economic aid to 
support their military efforts which are many times greater than our 
economic aid. 

Senator SavronsTaLu. So that these new funds for which you are 
asking in this bill were not drawn up with the idea that the counter- 
part funds would be included as a part of the over-all project in that 
country necessarily? I think that is very important. 

Do I make myself clear? 

Mr. Cazor. Not quite clear, Senator. 

Senator SaLToNsTALL. Suppose you receive 5 billion dollars for 
England and France. Those are new dollars, without taking into 
account 1 billion dollars in counterpart funds in those countries. I 
is conceived with that billion dollars as a part of the over-all program 
in those two countries ? 

Mr. Canor. It was expected that the economic aid we would give 
to a country, such as France, would support the general econom 
effort of that country to build its own security and thus to help our 
security. Moreover, aid in the form of military equipment—which 
amounts to about $5,200,000 in title I—does not produce counter 
part funds. 

Senator Satronstatn, But not necessarily to include, we will say, 
the billion dollars that those two countries, France and England, 
might have in counterpart funds. They could throw them in to 
help or they could leave them out for use in connection with some 
other purpose ? 

Mr. Casor. The counterpart funds which they own and whi 
have not been allocated to purposes which we have approved 
now be used for supporting the objectives of this act. 

Senator SauronstraLt. Where we are trying to cut down as fa 
as we can all expenditures in order to meet our own military needs, 
could we not consider those counterpart funds in relation to these 
Oo bye ctives which you have conceived, the new objectives? 

Mr. Caror, Certainly, but the local money cannot be used effe 
tively unless the country has real resources—raw materials, mai 
power, and capital goods—available for military purposes and those 
resources are furnished in part by our economic aid. The counte: 
part funds derived from that aid help in directing resources to 
fense uses. We have to watch the goods and services we provi 
and see that they are used to accomplish t he objectives of this act 
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We should avoid the error of double counting. We do not get twice 
as many resources under our program by counting the dollar value 
of our aid and also counting the local currency value of the same aid 
when it reaches the recipient country. We should be more con- 
cerned about the use of resources by the other countries than with the 
precise disposition of counterpart funds resulting from our economic 
aid, 

Senator SauronstTaLy. I understand that, but that has not been 
done up to the present time, is that right? 

Mr. Canor. Counterpart funds have not, up until recently, been 
used for military objectives. 

Senator Savronstau.. I did not mean that. ‘The counterpart 
funds have not been included in the new amounts of dollars that you 
are sending over. 

In other words, to use the example of a machine-gun factory, if 
we put in, we will say, $100 million, it is not conceived that that 
factory will be completed with $25 million of cou ee funds. 
The counterpart funds were not included in the figure of building 
that factory, is that right? 

Mr. Cazor. The counterpart funds would contribute to the general 
French budget and the cost of that machine-gun factory would 
in that French Government budget. 

Senator SatronsTaLL. But they are not necessarily assigned to 
that machine-gun factory in connection with the $100 million we are 
sending over ¢ 

Mr. Canzor. In some cases, they probably would be assigned for 
specific purposes; yes, Senator. 


RELATIONSHIP OF COUNTERPART FUNDS TO MILITARY ASSISTANCE 


Senator Dover. I do not think you have cleared it up yet, and it is 
very, very important. It is a point that should come up on the floor 
and you have to clear it up here in the committee, I think. 

If you are going to have 55 billion for military aid to the NATO 
countries, Which is what you have in there, does that or does it not 
include the counterpart funds that exist in the NATO countries? 

Mr. Cazor. It does not include them because that is military aid, sir. 

Senator Lopeéx. The next question is, what is the extent of the 
counterpart funds in the NA'TO countries? 

Mr. Casor. The total amount that has not yet been allocated I do 
not have here. 

Senator Loner. Why should you not deduct that from $5 billion? 
That is the question you are going to get. You have to have an 
absolutely cast-iron answer to it. 

Mr. Carnor. The $5,200,000,000 roughly that we are asking in mili- 
tary aid for the European area is military end items nid that money 
will be spent in this country for the most part for the purchase of 
arms in this country through our armed services. Those arms will 
then be transferred to the European country—directly to the armed 
forces and no counterpart is involved. We know those resources 
furnished by our aid will be used to accomplish the purpose of the act. 

Senator Loper. So the $5 billion does not take into account an Vv 
arms that are going to be procured abroad, is that right 
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Mr. Caror. I will explain that further, if I may. It is a bit com- 
plicated. 

The military requirements of each of these countries are first deter- 
mined. Subtracted from those military requirements or screened 
from those military requirements at the country level are all of the 
items which can be produced within those countries within a reason- 
able time and at reasonable cost. 

Senator Lopeér. Do you mean you make that determination first ? 

Mr. Canor. That is correct. 

That determination is then sent to the regional headquarters in 
London and they do some further screening because often we can 
produce arms in a neighboring country for a recipient country and 
it is not necessary then to procure the arms in this country. The 
programs are then brought here to Washington and are further 
screened in order to tie them into the over-all objectives and our over- 
all budgets and the programs are sent to the armed services for 
procurement, 

Senator Lover. To put it in simple terms. the $5 billion then repre 
sents the equipment which they will receive from this country and 
does not take into account the equipment they may procure abroad 
which is additional thereto, is that correct ¢ 

Mr. Caror. That is correct with one exception: namely, that our 
armed services are not restricted completely to purchasing in this 
country, but the armed services themselves might procure in Europe 
in order to give military end items to the recipient country. 

Senator Lover. If they did that, would they use counterpart funds? 

Mr. Canor. No, sir; they would not use counterpart funds. 

Senator Lover. Now, why not? That is the point. 

Mr. Casor. Because the counterpart funds are in the control of the 
ECA and are used to support the military budget of the recipient 
country and we may give additional aid to the recipient countries by 
way of military arms which might be produced within that recipient 
country. Some of these countries have armament capacity which is 
greater than the ability of the country to finance that production- 
even when the budget of that country is supplemented by counterpart 
funds. 

Now we recognize th: at if we do that to any great extent we are 
creating a “disincentive” to the recipient country to provide their own 
funds for the production of those arms in that recipient country. 

Senator Loner. I think you have to show how the $5 billion is con- 
nected to the counterpart funds. I think you will have to do it. It 
will lead to endless trouble if you do not. 


USES OF COUNTERPART FUNDS 


Senator SavronstaL.. Assume there is $100 million that is going 
to be put into a factory in France to build jeeps. That was brought 
out here. Jeeps area military item France can produce. 

Now, do we put in $75 million in new dollars as our contribution, 
we will say, to help France build up that factory, and say to France, 
“Now, you have $25 million of counterpart funds. You put in $25 
million of counterpart funds, and we will put in $75 million to build 
that $100 million plant”? Or is it all new money in the $100 billion, 
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allowing the French to use the counterpart in other ways on top of 
that if they so desire, without our compelling them to put it in? 

Mr. Capor. We have not used our dollars in Europe that way, gen- 
erally speaking. We create funds in Europe for the expenditure by 
the recipient country by issuing purchase authorizations through 
which the recipient country can use United States dollars to purchase 
in the United States items which are sold to their nationals, thus 

ating these counterpart funds. 

In the case of this $100 million of funds we would not use them to 
purchase a machine-gun factory or a jeep factory. If we decided it 
was in the best interests of the United States to have a $100 million 
machine-gun factory paid for with United States resources, then we 
would give authorizations to the French Government to purchase $100 
million worth of goods in this country which would create $100 mil- 
lion, or $95 million, worth of francs which could be put then into the 
machine-gun factory or the jeep factory. We ascertain whether or 
not France needs additional resources from the United States to manu- 
facture machine guns or jeeps. If France needs help, we furnish 
goods and services with our dollars and on the understanding France 
will do certain defense tasks such as manufacturing jeeps for its 
armed forces. 

Senator Brinces. Mr. Cabot, it seems to me this is one of the nubs of 
the whole thing. Ever since we started ECA, as the chairman of this 
committee said, Chairman Connally, we said there is a definite ending; 
there is a definite objective. We said 5 percent will be used under our 
direction, and 95 percent will be used by the recipient country with our 


approval. 

What could be a better use of these funds than to use them for our 
mutual security and protection here? How could you save American 
dollars any better than by doing it in that manner? You may have a 
much better program than I have seen, but certainly there has been 
no concerted effort to cause these countries to do it. They have been 
using the funds for other purposes. 


POSSIBLE FURTHER AMENDMENTS ON COUNTERPART CLAUSES 


The Cuarrman. May I intervene right there? Is it true that the 
%) percent of the counterpart funds can only be used with the consent 
of the recipient country / That is true, is it not 4 

Mr. Cazor. That is true. 

The Cuatrman. How, then, can we take that into consideration in 
making an appropriation? We do not know whether we will get that 
9 percent or not. 

Senator KNowianp. Mr. Chairman, might I answer that question 
by saying we could work out a formula where we would put up new 
dollars on a matching basis, depending on whether those countries 
would put up their counterpart funds or not, and being a little 
realisti¢ on it. 

The Cuairman. We could junk the whole thing and adopt a new 
plan, but I am talking about the present plan. You cannot use the 
95 percent unless the recipient country agrees to do it. 

Senator KNow.anp. We can say we will put in no more dollars until 
they do agree to put up their counterpart funds. 

87360—5 1-32 





492 MUTUAL SECURITY ACT OF 1951 


Senator Brivges. This committee has certain amendments and t)) 
are proposing to keep the programs up to date by making ceria 
amendments. 

The Cuamman. We can amend it; we can junk the whole th 
and not give them a dime if you want to. 

Mr. Coo.iper. Mr. Chairman, on this point may I reeall Mr. 2B 
sell’s testimony ¢ 

First of all, as far as the unused counterpart goes, that is included 
in the computations of the aid the country needs and if they did y0) 
have this unused counterpart, the aid we would be asking for woul 
be just so much greater. 

Secondly, there are two ways in which we propose to increase m 
tary production in Europe. The first is through some off-shore pro- 
curing ourselves with our own dollars and the second is, as a condition 
precedent to granting future aid, to prescribe that these countries will 
use the present and past counterpart to further military production, 

In other words, it is exactly along the lines you have been t: ping 
about. That is one of the ways we proposed to apply past and fut 
counterpart directly tow ard military procurement. 

Mr. Cootny. The use of the counte rpart of economic aid for Eur 
pean defense production and other military-support activities 
constitute an important part of the Mutual Security Program. 
this end, legislative changes have been requested which will authoriz 
the use of counterpart funds for a variety of defense purposes. Suc! 
uses are not permissible under the present ECA act. 

In anticipation of legislative approval of the necessary amendments, 
ECA is already preparing plans for negotiations with aid recipients 
on the future use of counterpart funds for defense purposes. Thi 
most important of these uses will be the production of specific it 
of military equipment required in the NATO defense plans. Counter 
part funds will be used, under this scheme, for the placing of orde 
for production in Europe of urgently needed items of military equi 
ment now in short supply. It is also expected that counterpart fund: 
will be used for high priority defense needs other than the stim 
tion of European military production. Specific projects of 
mobilization, construction of key airfields and other military a 
tions required for United States and other NATO forces, and s 
lar military tasks may also be financed through counterpart rele: 

In many cases it will also be desirable to use counterpart for de fer 
supporting activities such as the construction of basic power in } 
mary processing industries, and the breaking of particular bottlene 
in industry, transportation and communications which may be | 
tarding the defense effort. Another proposal now wnder conside 
tion is to pool a certain proportion of the counterpart funds in ¢ 
country, and to use the pooled funds to establish a central proc 
ment agency which will place military production contracts in Eur 
in order to mect specific material deficiencies. Because of the ma 
possible uses of counterpart it is desirable that the counterpart 
thorizing legislation provide sufficient flexibility so that counterp 
funds may be devoted to whichever military or military-support 
activities appear most urgent at any stage in the program. 

It has sometimes been suggested that the United States could sav 
a considerable amount of dollars by using counterpart instead for mi! 
tary procurement. By using « ‘ounterpart funds to affect the direction 
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of military and economic activity in Europe, and filling high priority 
military tasks, we will obtain a more effective military effort. It does 
not follow, however, that direction of counterpart into military uses 
will reduce the need for dollar assistance in the current MSP request. 
it is important to note that counterpart funds are not aid to foreign 
governments in the sense of an addition to the real resources avail- 
able to these governments. The economic aid we give consists of 
ollar allotments which are used to finance goods for which payment 
in dollars is required. The amount of this economic aid has been 
measured in terms of the balance of payments impact of the most 
effective military effort of which the NATO countries are capable. 
Counterpart funds cannot be used to meet dollar obligations, and to 
the extent that economic aid is reduced the counterpart of this aid 
= be reduced accordingly. 
It should also be pointed out that counterpart funds have in the 

pas st been an important source of local currency used by the partict- 
pating countries to meet budgeted expenditures for their investment 
and other essential programs. The earmarking of counterpart for 
military purposes will withdraw these funds from their present uses, 
and oblige the recipient countries to reduce the level of their spend- 
ing on military and essential civilian projects. The counterpart pro- 
posals discussed above are therefore intended primarily as a means of 
obtaining the most effective military program, and only secondarily 
as a means of obtaining a somewhat higher level of military spe nding. 
Again taking France as an example, if counterpart is earmarked for 
specific military production not now included in the French military 
budget, the tight budgetary and financial situation will oblige the 
lrench Government to redtice somewhat the amount of its own mili- 
tary spending below the level which would be possible if counterpart 
were released for presently-budgeted activities. 

Information on the amount of cor interpart funds now available by 
countries and the extent to which these funds are encumbered has al- 
ready been supplied to the Senate Foreign Relations Committee. 

The Cuamman, All right, go ahead. 

Senator Carn. Mr. Chairman, will you permit me one question ? 

I simply do not understand. Let us take the example of $100 million 
for a machine-gun factory in France. When the United States gives 
to France a purchase order to employ American dollars to buy neces- 
sary equipment, that would seem to me to create a debit. On the other 
hand, France puts aside a comparable sum which would create a credit. 

Am I correct so far? $100 million of money has been spent; $100 
million has been earmarked for a supplementary purpose or some 
other purpose, is that correct ? 

Mr. Canor. That is correct. Which is credit or debit, it depends on 

whether you look at their point of view or ours. 
_ Senator Carn. The United States is out $100 million. The theory 
is that the credit established is $195 million and will be used by France 
to — itself domestically or in a security way. So $200 million are 
actually spent rather than the $100 million which was the initial cost 
of the machine-gun factory. We are paying 50 cents on the dollar. I 
find it difficult to understand. 

Senator Witey. If that is ECA funds, yes; but if it is out of the 
$5 billion military funds, no; there is no counterpart for that. 
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Senator Funsriegur. Mr. Chairman, I thought this witness was 
going to discuss the administration of this program. If this is all |, 


is going to talk about, I have better things todo. He has not said one 


word about administration. 

The Cuarrman. If the Senators will let him, he will talk about jt. 

Go ahead, Mr. Cabot. 

Senator Futsrieut. I understood he had a statement that he was 
going to summarize for us. As far as I know, he has not said a wor 
about it. 

Mr. Casor. I will summarize the statement if you like, Senator, or 
go on tothe written statement which I would like to read. 

Senator Futsricnt. What are your views as to how it should 
administered? Should it be continued as it is? Should we abolis! 
everything and have a new one or not and have you any reason fo 
your views ? 


SIZE OF THE APPROPRIATION UNTIL 1954 

Mr. Canor. Senator, may I go ahead, Mr. Chairman, then and read 
the statement which I have prepared with respect to the size of the 
appropriation ? 

The CHatrMAN. Yes. 


Mr. Caror. I wanted to clear up previous testimony on the matter 


and I have a written statement. 
The CuarrMan. Go ahead with your written statement without in 
terruption. 


What this committee wants to know is, Do you favor junking the 
present organization and putting it into one organization, or two, or 


three, or what. 

Senator FutsricHr. That is exactly it. 

Mr. Capor. I ask your permission, Mr. Chairman, first if I might 
put this into the record because I think it is a very important matter. 

The CHarrMan. Read it and it will go into the record. 

Mr. Caxnor. Secretary Acheson and others have told you that the 
appropriations requested for fiscal years 1953 and 1954 would be at 
least as large as the $8.5 billion which we are now requesting, or in 
that gener: al order of magnitude. That $8.5 billion has been multi 
plied by three and the figure of $25 billion has tended to become more 
or less solidified in the record as the cost of this entire prograi 
through fiscal year 1954. 

While we ali hope that the needs will in fact not exceed this figure. 
I think you should know that the situation as we now see it, with | pa 
ticular reference to the European pact, the NATO ee have 
agreed to supply certain forces by July 1, 1954. The fiseal year 1952 
program now before you for Europe is designed to prov ide the aris 
and economic aid necessary to do our part in wap de it part of those 
forces which will be in being at the end of fiscal year 1952. 


But the total of those forces which, pursuant to the agreement of 


the NATO countries will be in being by July 1, 1954, is less than the 
forces called for by the mutually agreed plan. 

The CHamMman. What was that ? ? 

Mr. Canor. This plan, which was referred to by Secretary Achesoi 


in his testimony some weeks ago before the House of Representatives. 


is the one which we have for the defense of Europe and which is a 
plan of the 12 NATO partners. [ Deleted. | 
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[ want to make it plain to you that a serious problem exists in ful- 
filling this agreed plan not only so that you will not take the $25 bil- 
lion figure as a promise, but also to emphi isize to you that if the Euro- 
pean program for fiscal year 1952 is cut in any substantial way, the 
effect will be to increase to unmanageable proportions the prob lem 
of assisting the Europeans to get their defenses up to desired levels. 
| Deleted. | 

Senator Futsricur. What does that have to do with the adminis- 
tration of the program ‘ 

Mr. Carnor. It has nothing, and I asked pe rmission of the Chairman 
to read this before I started on administration, and I will now proceed 
on administration. | Deleted. | 

I did want to make the pot, however, that we feel that the $25 bil- 
lion is probably a minimum. 

The Cnarrman. We are not making a commitment now to give 
them $25 billion. 

Senator GEORGE . He wants to warn us. 

The CuarrmMan. We have not made any commitment for $25 billion. 
During the testimony Mr. Acheson said, of course, that in this bill 
now there was $8.5 billion. He simply spreads the view that probably 
in two more years after the expiration of that there would be $8.5 
billion for each of those years. However, we are not passing any 
bill authorizing it. { Deleted. | 

Senator Lover. Does that not depend upon whether we have war 
or not ¢ 

Senator Grorce. It does not depend on anything except whether 
we give them the money. 

Senator Loner. I thought the amount of money depended upon the 
amount of fighting. 

The Cuatrman. Mr. Cabot, are you ready to proceed on the subject 
of organization ? 

Mr. Capor. Yes, sir. 

The CuatrrmMan. That is what I would like to hear you on; on that 
subject, and not go off on these side tracks. 

Mr. Canor. I would like to talk on organization, sir. 


FACTORS DETERMINING ADMINISTRATION OF PROGRAM 


The organization of this act is a very complex matter, I feel, and it 
is complex because of necessity it is an interdepartmental matter. 

The Cuarrman. If you can understand it, 1 think the committee 
can understand it. 

Mr. Capor. The aid, as you know, has two parts; economic aid and 
military aid, both parts of which must be coordinated with the foreign 
policy of the United States. 

| feel, therefore, there are three parts to this whole program; 
economic aid, military aid, and foreign policy. 

Now, that is also related to our alliances and particularly to the 
North Atlantic Treaty, which is a political, military, and economic 
pact. 

There are two parts of this aid problem, economic and military, 
which require two very separate skills; economic, which we now have 
in the ECA organization which has done such a splendid job in 
carrying out the Marshall plan, and the military, which exists only 
in the Rccetenss of Defense. 
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The operating aspects of this aid program must of necessity 
carried on by the Department of Defense with respect to the milita: 
and some economic agency—and I think it should be the ECA—w; 
respect to the economic part of this program. 

Both of these operating functions must be tied into the poli 
functions. 

Now, neglecting for the moment the purely economic aid which 
give under the point 4 concept, there are no operating responsibilit 
of the State Department in the foreign-aid field. The State Depart 
ment is charged with the foreign policy of the United States whic 
of course, has one real purpose which is the security of the Unite 
States, and both parts of this aid program contribute to that secu: 
of the United States. 

Inasmuch as aid is for security and foreign policy is for securit 
the two must be closely coordinated. 


COORDINATION OF ADMINISTRATION 


The program which we have put together and which has had ve 
careful consideration by the various parts of the administrative part 
of our Government provides for a committee, an International Se 
rity Affairs Committee of which I am the chairman, for this 
coordination. 

The chairmanship of this committee is in the State Department a 
it seems to us proper that it should be in the State Department. W; 
do not say that is the only way it could be done. It could, of cours 
be put into one of the operating agencies, but we feel the point 
which this should be coordinated and the point at which leadership 
should be given should be the point at which these two operati 
programs impinge upon the foreign policy. 

The Cnuamman. Do you mean the military and economic é 

Mr. Casor. Yes, how they impinge upon the foreign policy whi 
they are designed to support. 

The Cuairman. Now, we promised to abolish the ECA 
Do you favor that or not? 

Mr. Canor. I think the ECA, as a going operation, should | 
continued beyond 1952. As to whether it should be continued und 
the name of the ECA or some other name, I have no very strong 
opinion. I would think it probable that we should continue it unc 
that name because that name connotes, both on this and the other sid 
of the Atlantic, something that has done a splendid job and th 
should be continued. 


TERMINATION DATE FOR PROGRAM 


However, I feel that this whole aid program should have some te! 
mination date and I would suggest that it be mid-1954. For I believe 
by mid-1954, if we have built up production in Europe of militar) 
items as we intended to do, that this aid can be tapered off very rapidly 


and that the aid that would be necessary after mid-1954 would be of 


a very much smaller magnitude than we will have to continue unt!’ 
1954 to meet the targets we have set for ourselves as to forces and 
as to the time in which those forces will be in being. 


The Cuatrman. That is very good, I reckon, but we are talking 


about the administration now. Let us get down to that. 
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COORDINATION OF PROGRAMS 


Mr. Capor. Yes, sir. We believe that this increased production in 
Europe is of tremendous importance because otherwise it will not 
permit the tapering off of this program in 1954 and it is only by 
proper coordination of the military and the economic sides of this 
aid program that we can build the military production of Europe. 

The CuHamman. What is your idea about what that cooperation 
should be? “Cooperation” is a mouth-filling word, but it does not 
mean much unless you explain what it does mean. 

Mr. Casor. As I explained im this discussion of counterpart 
funds—— 

The Cuairman. Now, leave the counterpart funds out. 
to What you are talking about, please. 

Mr. Canor. The military programs which are developed in each 
of these recipient countries are screened at the country level, at the 
regional level and again in Washington in order to eliminate from 
them those goods which we believe can be produced in Europe. It is 
therefore, of great importance that we have proper coordination at 
|| of these three points in order that we can implement our policy 

{ not giving arms to countries that can produce those same arms in 

reasonable time and at a reasonable cost. 

We presently have an organization which we believe does that. As 
mnt and you know, we have had for some time—for 3 years—ECA giving 
t. Wi conomie aid and up until recently that economic aid had one pur- 
course. pose; namely, the economic viability of Europe. 


oint at Today that economic aid has a great many purposes, all, however, 


ry build-up 


Get down 


dership rected at security and really directed toward the milita1 


f the recipient countries. 


TRANSFER OF CERTAIN AREAS FROM TCA TO ECA 


Senator Futsricut. Mr. Cabot, why do you propose to transfer 
much of the functions of the point 4 organization to ECA in 
Middle East? In India, why are you transferring it from Mr. Ben- 
ald by nett’s International Development Organization or TCA, whichever 
d unde: you call it, to the KC At ; bhi bs 
abrong _Mr. ¢ snot. I did not mean to get into a discussion of the TCA, but 
Fein, if the Senator wishes—— c 
her sid _ Senator Funsricnr, I do not want to discuss the merits but how 
nd that do you feel it is an Improvement to take this out Irom under the 
existing ageney and put it under ECA which has not, heretofore, 
been in Iran, for example? 
Mr. Canor. The plan as I understand it, is to put the aid programs 
nder the ECA in those countries where grants of capital are a large 
ome tel clement in the program and to have the TCA remain as an organ- 
I believe ition to undertake technical cooperation programs in those coun- 
military tries where technical cooperation alone can do what we seek. 
‘rapidly Senator Futsricnr. I understood this past year there was about 
ild be of ‘i7 million that the point 4 program has had. You are giving $450 
ue until nillion under this bill to ECA in that same area; that is, the Middle 
rees and East and southeast Asia and Africa: is that right? at 
I am just wondering why you are shoving aside the organization 
> talking that has been in that field and turning it over to ECA ¢ 


the 
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Mr. Casor. In Southeast Asia the ECA has handled the point 
programs under what is called STEM. 

Senator Futsricut. Let us try to pinpoint it. Iran is an example, 
and so is India. Is that not true? Is point 4 not operating there 
now ¢ 

Mr. Capor. Yes. 

Senator Fu.tsricur. Are you not going into that area with ECA 
and a much enlarged program ? 

Mr. Capor. Yes. 

Senator Futsrieut. Now, why? 

Mr. Canor. Because there we feel there can be a development of 
local capital and the ECA has a mission there which is on the scene, 

Senator Futsricutr. What do you mean by “developing local cap- 
ital”? I do not quite understand it. 

Mr. Canor. Well, sir, I will read to you. 

Senator Futsrient. I do not want a long discussion. I thought 
you had a reason for doing that. You are jumping up the program 
about 10 times there and putting it under ECA. Now, why is that? 
I have been rather favorable to point 4. I am not at ‘all sure I am 
favorable to sending in enormous quantities of the latest agricultural 
machinery as you propose to do in Iran, I think it would be wasted. 
1 want to know what your version is as to why you think this admin- 
istration is prefe rable. 

Mr. Canor. The administration of economic aid where it is not 
merely technical assistance has normally been within ECA. 

The administration of technical assistance where we are not giving 
grant aid has normally been in the ECA under Dr, Bennett’s program. 

We are making changes only in those places where the nature of 
the aid program is being changed in line with our policy of having 
a single mission instead of two missions within the same country. 

Senator Futsricut. And the emphasis is upon a different approach 
to it and that is the granting of capital goods rather than technical 
assistance; is that correct? 

Mr. Cazor. That is true. 

Senator Futsricutr. That is what I wanted to know. I mean that 
is what we have to decide on, whether or not we want to go into Iran 
and give them a lot of machinery or whether we prefer to limit it to 
the existing program. 

Now, in order to understand it and make a decision, I think it must 
be clear what you are proposing in each of these countries. Would 
that be true of India? 

Mr. Casor. India would be the responsibility of the ECA. 


CHANGING NATURE OF PROGRAMS IN INDIA AND IRAN 


Senator Futsricutr. Do you propose in India to carry on a program 
similar to that in Iran? I studied the Iranian program last night. 
Is the Indian program a similar program ? 

Mr. Caror. The Indian program will be discussed by other wit- 
nesses. I am told that Secretary McGhee will be here this afternoon 
to talk about. India. 

Senator Futsricntr. You are proposing $24 million in Iran, are 
you not? 

Mr. Capor. Yes. 
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Senator Futsrieut. Six of that is for one institute largely staffed 
by very expensive machinery, is that correct ? 

Mr. Cazor. I do not know the details and cannot talk to Iran. 

Senator Futsrieut. I am against that change as to emphasis on 
machinery as against technical assistance. That is a part of your 
orgnization program, is it not? 

Mr. Capor. Yes. 

Senator Fu.sricut. What you are doing is greatly enlarging ECA 
rather than restricting it under this bill? 

Mr. Capor. In some regions. 

Senator Futsrieut. In the whole Middle East and Asia is what 
Imean. Is that not so? 

Mr. Capor. Yes. 

Senator Futsricur. That is what | — to know. I hoped you 
would have a very good justification for I am not yet persuaded 
that it is a good idea. If you have any am reasons, I would like 
to h ne them. 

As I understand it, we had an idea of — 4 in primitive coun- 
tries, teaching them simple things; how to preserve their food so 
they would not starve in the off season, for okt Now, it is being 
transferred to a program similar to that/in Europe. 

I do not think Iran or Iraq or those countries are up to absorbing 
the same program you have in France. France is a sophistic ated, 
developed country. If you try to give them the same kind of treat- 
ment, I do not think it is appropriate. They are different countries 
with different cultures and different economies. 

I do not see the advantage of taking your people out of Paris 
and sending them over to Tehran. I do not think they would feel at 
home there. 

Mr. Cazsor. While we are giving these people technical aid and 
teaching these people to do things better, we feel we should have 
one type of administration. Where we are primarily giving eco- 
nomic aid, we feel we should have another type of administration. 
We would never want to put both types of administration in a single 
country if we can avoid it and that is the reason we made some of 
these changes, in order not to have a duplication of agencies. 

Senator Cary. Are you not moving in the direction of having an 
ECA program to the exclusion of the “other one ? 

Mr. Capor. In some countries; yes. 

Senator Cary. It would appear on the basis of abbreviated infor- 
mation that there will not be many countries left where we do not 
supply capital assistance and goods. That would cut out the other 
altogether and leave only EC: A. 


Mr. Canor. No. For instance, in Latin America we have no ECA 
programs. 


WISDOM OF CHANGING THE NATURE OF AID TO INDIA AND IRAN 


Senator Fursricutr. Those technical-assistance programs do not 
cost much, you see. It is a figure of $67 million. We can carry that 
on for a number of years, but overnight to jump to $450 million in 
the same general area there, it is so big that I do not think we could 
maintain it long enough to be successful even in your objectives. You 
are going to bog us down by increasing it too fast. 
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We cannot do the job overnight. I think it will take a long tine. 
I think you should go at it much more gradually. I have alway. 
been sold on the point 4 idea. I am not sold on sending self- propelled 
combines into Iran. That is just where I part company with \: 
That is part of your administration program. You are upping t! 
responsibilities of ECA in a large part of the world. 

Mr. Cooter. Could I add just one word on that, Mr. Chairman? 

Mr. McGhee will be up this afternoon. 

The Cuairman. Leave Mr. McGhee out of it. 

Mr. Coorimner. Let me add one word. 

That theory of upping the amount in these countries from the grass 
roots program that Dr. Bennett has been administering is that tly 
are so critical at this particular time, like Iran, that we want to ma 
an impact on the economy that will have some effect to keep them 
our side of the fence during this very critical period. 

The Cuarmman. Let me ask you why should we give money to h 
when she is rich with oil and 1s settling with Great Britain’ and » 
Why should we send our taxpayers’ money over to Iran to help t 
when we will not succeed? They will be just as mad at us as 1 
can be. 

Mr. Cootiper. That is the theory of it, to make an impact on the 
to keep them on our side of the fence. 

The Cnatrrman. You do not have much when you get them on 0 
side of the fence. 

Senator Furisrient. Mr. Chairman, the testimony of this m 
Holmes vesterday convinced me that there is a wey that you can get 
the people on your side—I do not know about the Government; I ( 
not know whether you can do anything with them, and it does not 
cost very much. It seems to be a very profitable thing in the way oi 
returns. 

However, I do not believe it is acceptable to try to short-circuit 
years of agricultural development. 

Dr. Bennett, I thought, made a good case, that it takes time to bring 
people from the most primitive stage up to the most modern. ECA 
thinks that vou can jump from the methods of 2,000 years ago up t 
the very latest thing. 

I just do not believe it can be done. I think we would waste ] 
money. 

I think also in the bargain it makes us appear a little naive 
stupid in the eves of those people when you go at it in that who 
unrealistic way, whereas the approach of Dr. Bennett Loa to! 
to be absolutely sound and will make friends even though it tak 
longer. 

Mr. Coormner. That is the issue. 

The Cuarrman. Is that all, Senator ? 

Senator Fu.sricur. Yes. 


RELATIVE FUNCTIONS OF TCA AND ECA 


The CHarrman. Now, we asked you to come up here and tel! 
about the administration of this business. Why can you not tell ts 
where you are going to put ECA and where you are going to | 
TCA? 

Mr. Canor. The TCA is presently in the State Department. 1! 
ECA we would continue as it now is. It would have charge of | 
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economic aid which will now be directed toward increased military 
production anc military efforts by our partners. 

The Cuarrman. How much do you propose to allocate to ECA? 

Mr. Canor. One billion, six hundred seventy-five million will be in 
the European area, and we expect most of that to be used toward 
building increased military production. That, of course, will include 
the other efforts because you cannot separate in the budget of any 
European country the various military purposes for which they intend 
to use the funds, and we are seeking all kinds of purposes which will 
build the strength of these countries. 

The CratrMan. I am in favor of using the ECA money and the 
organization in Europe for the military build- up, but I do not see any 
reason for using ECA money over in Iran and other little countries 
that will be of no use to us and which ought to get along on their own. 

Senator Carn. I have one administration question. 

May TI ask Mr. Cabot, on the assumption this bill will pass as recom- 
mended, where you are going to secure the 800 technicians called for? 

Mr. Caror. In the TCA program ! 

Senator Carn. No, sir; in the ECA program. New technicians to 
vo to Iran, Iraq, Lebanon, Syria, Saudi Arabia, and so on, where are 
they coming from? I just do not know. 

Mr. Canor. I cannot tell you, Senator, but, of course, the techni- 
cians that have been used in general for these instructional and tech- 
nical cooperation programs have come from the various agencies of 
the Government—the Department of Agriculture, the Department of 
the Interior, and other agencies of our Government. 

Senator Carn. They are presently having difficulty in securing qual- 
ified personnel for its many current activities. That isa very practical 
question, the answer to which is of some interest, I know, to you and 
to all of us. 

Mr. Canor. There is a shortage of skills in this country which has a 
great impact on this whole program. 

Senator Carn. The average American is not aware of that. 


EFFECTIVENESS OF A SEPARATE AGENCY 


Mr. Canor. Mr. Chairman, it has been suggested by many, and in 
fact you have an amendment to your act as now filed, suggesting = 
we have a single agency to administer both the military and the 
economic aid. I would like to talk on that point a moment if I could. 

The CHatrman. We would be very glad to hear about that. It is in 
this pamphlet. 

Mr. Canor. We feel the responsibility for aid and the responsibility 
for foreign policy must be very closely tied together and that a mere 
exchange of information is insuflicient. 

It would not be possible, we believe, for the separate agency to use 
this aid as effectively to carry out the purposes of our foreign policy 
and the objectives which we seek, if it were not as closely tied to our 
foreign policy as we now have it in our present set-up. Under present 
arrangements the chairmanship of the committee and the final ap- 
p roval of the programs is in the State Department, the agency charged 
with foreign policy. The ECA was made up for a single purpose. It 
Was to build up the economy of the rec ipient countries, and there was 
ne criteria which was the predominant one in all of the development 
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of the programs: The balance of payments, or the dollar deficits, if 
you like, 

Today there are many criteria that we use in connection with these 
economic aid programs and a good many in connection with the mili 
tary aid programs. 

The economic aid programs can be directed toward the build-up of 
forces which costs money, as you know; the build-up of production 
in Europe which is so important as I have explained. It can be di 
rected toward many bargaining things that we desire our partners to 
do—support for admission of new members into the treaty organ 
izations or to get their help in support of Yugoslavia, for instance. 
We feel, therefore, this aid program should be ¢ close ly tied to the for- 
eign policy and to those who must negotiate our position with respect 
to rec Iple nt countries. 

The Cuairman. We were asking here about whether you ought to 
have the economic, ECA, and military all under one organization. 

Can you answer that question ‘ 

Mr. Capor. We feel that with it put under one organization— 
unless that organization happened to be the State Department, which 
nobody has suggested and which I would not particularly advocate, 
because the State Department has not ordinarily undertaken these 
large operating programs—there would be great difficulty in using 
that aid to its maximum effect to secure the object ives, 

The CHatrMan. In other words, you are against that. Is that cor- 
rect ¢ 

Mr. Canor. That is correct, Senator. 

The CHarrMan. I got an answer. 

Go ahead. 


FACTOR IN OVERSEAS COORDINATION 


Mr. Capor. I feel an additional reason is that our Ambassadors 
who have the primary responsibilities in negotiations in these foreign 
capitals would have their position greatly impaired if the major 
instrument of our foreign policy, which is this whole aid program, 
were taken out from under their direct supervision. 

I recognize, of course, that Senator Smith’s bill says that the Am 
bassador shall be kept informed by the mission chief and shall out- 
rank the mission chief, but if the Ambassador did not have the actual 
negotiating responsibility, I think there would be great impairment 
of his position, and that we would no longer be able to speak with one 
voice to vet the oreatest effect in building the security of these coun 
tries who are our partners. 

Senator Smiru of New Jersey. Do you think the Ambassador 
would be handicapped by the ECA mission in this matter? That was 
the problem when we had the ECA missions up before. We set 
these missions up and they worked beautifully. 1 cannot imagine 
better coordination than we have in Greece with John Peurifoy and 
Laughlin. Also in Paris it worked perfectly. David Bruce is the 
Ambassador and he has also been an ECA man. He is in favor of 
amalgamation. I have talked to Eisenhower himself and they are 
interested in a one-man administration. I cannot see why the State 
Department is opposing it. I cannot understand it. We succeeded 


with the ECA. 
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I simply put this bill in connection with the investigation by Mr. 
O’Connor's committee, and Mr. Dorn was very much interested in the 
military aspects. They worked out a program here which was sub- 
mitted in the form of the amendment, and I am amazed to find out 
the reaction to it. I thought it would be approved. 

Go ahead. I just wanted to give you my thought. 

Senator McManon. Do you provide for any appeal by the Ambas 
sadors in the event of infringement ? 

Senator Smiru of New Jersey. The President of the United States 
has the last word all the way through. 

Senator McManon. Can the Ambassador appeal under your plan 
from the decision of the Administrator in the country ¢ 

Senator Smirn of New Jersey. If there is any difference between 
the Ambassador and the Administrator, the appeal goes right to the 
President. That is provided for in the bill. It is the same with the 
military. 

Mr. Canor. It had the same provisions for settling differences as 
under ECA. That has worked very well indeed under ECA. There 
have been small differences, but they have been very minor. 

However, ECA had very much less effect on these recipient coun- 
tries than has this great program for both military and economic aid. 
I think that you have quite a different situation now than at the time 
we started the ECA. I think the difference is the great bargaining 
power that vou have in this total aid, military and economic. Were it 
taken away from the responsibility of the Ambassador, it would not 
work well. I feel it would not work well regionally, and T think it 
introduces great problems here in Washington. 


PROS AND CONS OF A SEPARATE ADMINISTRATION 


Senator Smirn of New Jersey. Frankly, Mr. Cabot, I see no argu- 
ment being made against this proposed merger that is different from 
the argument that was made when the ECA was set up. It is the 
same line exactly. We must have this thing as a part of the State 
Department operation. We have the problem that involves other 
questions. 

I admit the policy is terribly important, and I have tried very care- 
fully in drafting this amendment to see that the policy end of the 
State Department was carefully protected. 

It seems to me from the standpoint of effectiveness of the adminis- 
tration and getting to the target every time that one administration 
is the right approach. 

I was told that there were complications under the present set-up 
with these different committees and running around and getting ap- 
proval of these different things, and my amendment would expedite 
everything General Eisenhower is trying to do. 

The CHamman. Does your bill combine the economic and military 
under one administration in E urope ¢ 

Senator Smirn of New Jersey. That is correct, here and in Europe. 

There would be a corresponding individual to what Mr. Harriman 
Was over there and one similar to Mr. Katz’ position. T think it is 
an ideal set-up. I do not see why you oppose the men who have been 
living through this thing and have the experience on the ground. 
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Mr. Casor. There have been a number of studies made of this prob 
lem, as you said yourself, Senator. There have also been studies by 
the Brookings Institution which came out with the opposite con- 
clusion. 

Che Bureau of the Budget, of course, has made very careful studies 
of this matter as have many parts of the administration. This you 
referred to as a State Department policy. So it is, but it is, I think, 
agreed to by the other parts of the administration, that this present 
system of coordination, this inte rdepartmental coordination, is work 
ing as well as could be expected. 

It seems to me that in logic the responsibility for coordination 
should be at the point where economic and milit: ary alid—which can- 
not be put in one basket completely because they involve totally diff- 
erent elleodinn point at which those two oper ating functions both 
meet, Which is in foreign policy, in the State Department. That is the 
reason Why this was set up. 

Before lL came here I was asked to come down as a businessman with 
ho previous experience in Government to try to operate this because 
it is complex in all administration, and I feel it has worked well. 

You spoke of delays, sir. There have been delays. There would 
be, I think, even under the plan that you suggest. In fact, I think 
in many cases there would b ‘more delays. You would have to have 
coordination under any * plan because, certainly, the military must be 
respons ible for the milit: ary objectives and for the implement: ition 
of these military programs, the operation of them. 

Senator Smrru of New Jersey. I do not believe you have received 
my draft, have you, the last draft of the bill / 


Mr. Carnor. Yes; I have received it and studied it quite carefully. 


DIFFERENCE OF CONTROL OVER POLICY AND OPERATIONS 


Senator C Are you not talking about policy rather than admin- 
istration ¢ " ade think that delays aul be substanti: ally reduced 
if there were a separate administration, and there might be elimina- 
tion of requests that presently have to flow through and be considered 
in State Department channels. 

In the pure field of administration, I would think there would be 
no contest as between Senator Smith’s proposal and your recommenda- 
tion a nu the organization stay as is. 

Mr. Canor. In either case, sir, the question of how you are going to 
give vid and the amount of aid you are going to give would have to 
be coordinated with the other interested departments. Not only with 
Defense and State, but also with Treasury. 

Today we have this committee in which Mr. Harriman’s office is 
also represented. 

Senator Carn. You have two big problems. One is that of policy, 
coordinating the different views of the executive agencies, and the 
other is going ahead with the doing of the job. The present situation 
really has some obstacles to getting a day’s work within a given day. 
That has been the result of my limited studies. 

Mr. Caror. The actual operations are now done by operating agen- 
cie. and it is only when a question of policy or the over-all program 
are considered that they have to be considered interdepart mentally. 

I recognize, of course, that the line between policy and operation 
is not always an easy one to determine. 
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Senator Carn. You know your business much better than I do, but 
I have seen a great many instances of where either the Army side or 
the ECA has made a recommendation to the ambassador of a given 
country, in our MDAP program, for example, and a request for per- 
sonnel or administrative help has gone through from the ambassador 
to the State Department in this country, and I have never been able 
to find any logical reason for it whatsoever. 

That is really true. I am approaching it in the simplest point, 
which is something I know a little bit about. I leave the field of 
policy up to my distinguished and more informed associate from 
New Jersey, for the moment, anyway. 

Senator Gitterre. Mr. Chairman, may I ask the witness one ques- 
tion ¢ 


WELDING TOGETHER ALL FOREIGN AID PROGRAMS 


I have read your written statement rather superfi cially here, and 
I would like to ask this question: In your opening paragraph you 
suggest that existing foreign agencies have already stood the practical] 
test of experience. Then you state: 


Therefore, in lieu of drafting an entirely new statute. we suggest that it would 


be wise to continue to employ the Mutual Defense Assistance Act, the Economic 
Cooperation Act, the Act for International Development, and other similar laws, 
amending them to the extent necessary in order to adapt them to changed cir 
cumstances and so as to weld them firmly together into a single legislative 
framework. 

How have you done that or how are you doing that in this proposed 
bill that is before us? How are you welding them together, all of 
these agencies, with their various purposes ? 

Mr. Canor. We are welding together the laws, sir, so that they will 
support one program, this mutual-sec urity program, 

Senator Giterrr. Where are you setting up any clearing agency 
to clear these programs, any central agenc y! 

Mr. Canor. The law provides for no central agency. 

There is an Executive order which created this International Se- 
curity Affairs Committee. 

Senator Girterre. Then I will repeat my question. How have you 
welded them together into a single, legislative framework? How is 
it done? Where is it done? 

Mr. Carnot. We have had to make certain amendments to these vari- 
ous laws so that they would support this one program, as I was ~ 
plaining in the early part of my testimony and as it is covered, 
believe, in this statement to which you refer, sir. 

Senator Gituetrr. Your answer, then, is th: at this bill which is now 
before us set a iu ange legislative framework for the operation 
of all these various activities 

Mr. Canor. “That i is is ee It has welded together the economic 
aid, the military aid, and the International Development Act. 


PRESENT COORDINATION THROUGH ISAC 


Senator Grtterre. They are not operating under any single head or 
any clearing place or clearing office ¢ 

Mr. Canor. Not in the law, no, but there is an order of the President 
which created this International Security Affairs Committee (ISAC) 





506 MUTUAL SECURITY ACT OF 1951 


which does coordinate the activities of the operating agencies, and fits 
them into our foreign policy. 

Senator Sarronsrauy. At the present time, then, Mr. Cabot, there 
is no central agency required by law. It is only required by Executive 
orders. That agency is the agency which you head. 

Now the administr: ation’s proposal i is to make a central head, which 
would be your commission, by law rather than an Executive order. Is 
that the change that you request. 

Mr. Casor. There is nothing creating this International Security 
Attairs Committee in the law. 

Senator Satronstau.. In other words, if we pass the administration 
bill, all questions of mutual economic aid and mutual defense aid will 
ultimately head up into a clearinghouse of which you will be 
chairman ¢ 

Mr. Canor. That is correct. 

Senator SauronstaLtL. That is now done by Executive order, and 
it will continue to be done by Executive order; is that correct ? 

Mr. Canor. That is correct. 

Senator SauronstaLL. But the amendments to these laws that you 
now request in this bill will require the ECA and the defense aid to 
centralize up in this agency or this committee of which you are the 
head and which is created by Executive order, is that true? 

Mr. Canor. The law does not so state. 

Senator Sauronstrauy. At the presen time / 

Mr. Canor. There had to be slight changes in the act in order to 
weld together these various parts and make it all one program, and 
indeed we are making the appropriations, you see, so that there is 
flexibility between military and economic aid. We had to get them 
into one bill in order to do that. 

Senator Savronstrauui. If we passed the administration bill, ECA 
would head up through one set of chanenls, mutual aid will head up 
through military channels, and they will not come together until they 
come to your committee, which is under the State Department and is a 
committee created by Executive order, is that correct 4 


COORDINATION AT OTHER LEVELS 


Mr. Canor. There are other places in which they come together, 
They come together at the country level first. The Ambassador is a 
leader of a team consisting of himself, the ECA mission chief, and the 
head of the military assistance advisory group. 

Those three constitute a team of which the Ambassador is the leader. 
He has not the power to give orders to the other two members of the 
team. They are required to cooperate with him and keep him in 
formed, and, if differences occur, just as in Senator Smith’ ‘= bill. those 


differences must be referred to Washington to be resolved by the 
agencies in Washington and ultimately by the President. 

Then, again, we have in Europe as a w hole the European Coordinat 
ing Committee, which consists of Mr. Spofford, as the United States 
Deputy on the Council of Deputies and Chairman of the Council of 
Deputies; Mr. Katz, oo resignation is pending, the special repre 
sentative for the ECA in Europe; General Handy, who is the repre 
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sentative for Europe for the Joint Chiefs of Staff, the military: and 
Mr. Batt, who is the special United States representi itive, backstopped 
here by the Munitions Board and the United States member of the 
Defense Production Board of NATO. 

Those four are members of the European Coordinating Committee, 
a committee in Europe not dissimilar to the International Security 
Affairs Committee, which I chair here in Washington. 

Senator SatronsTaLL. When those decisions in Europe come over 
to this country, they are screened by ECA on economics, screened by 
the military department on military, and then come ultimately up to 
your committee ? 

Mr. Canor. Yes; if there are matters of policy involved, they do 
come to my committee. 


CONTINUATION OF PRESENT ADMINISTRATIVE SET-UP 


Senator SaLtronsTaLy. So the administration of this new law would 
be approximately the same as it is under the old law, except that there 
will be put in certain legal amendments that will require these things 
to be done; is that right ¢ 

Mr. Canor. They do not require, administratively, anything new 
to be done. They only weld these laws together so that the appro- 
priations can be a single appropriation and cover the various other 
things which I mentioned in this written statement. 

Senator Savronstauti. So there are not really any administrative 
changes proposed ¢ 

Mr. Canor. No. There are some slight ones, of course 
but no important ones. 

The Coamman. What are your functions going to be as head of 
the committee? You are going to head up the committee to which 
all these things finally come; is that right ¢ 

Mr. Canor. Yes, I am the head of the International Security Af 
fairs Committee. 

I might say we have subordinate committees to the International 
Security Aff: irs Committee here in Washington to cover specific parts 
of this program. For instance, we have a financial and economic 
group. We have a defense production group of production experts 
here in Washington. 

The Cuamman. You are going to be the head of this whole thing. 
and yet you have never had any Government experience before / 
Mr. Canor. I have been, of course, here since the Sth of January. 
sir. 

The CuairrnmMan. That is a pretty short time to graduate. 

Mr. Casor. That is correct. | Deleted. ] 

The CHatrman, Senator Wiley. 

Senator Witry. Thank you, Mr. Chairman. 

This morning as I sat here listening to the exchange back and forth 
it seemed to me what we are looking for is to find out, first, whether 
the present mechanism which we are utilizing is the one to carry on or 
whether there should be, as suggested by the Smith bill, an over-all 
leader. 


. in salaries, 
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RECONCILIATION OF SMITH AMENDMENT WITH CONSTITUTIONAL PROVISIONS 
ON FOREIGN POLICY 


Now that brings up a third question. If the Smith proposal is fol- 
lowed, does it interfere with the constitutional provision in relation 
to the foreign policy ? 

You also ‘said, Mr. Cabot, that there were some 50 agreements that 
would have to be modified. I think we have to have a clearer under- 
standing of just how this mechanism at present works. We were 
fortunate enough to be told time and time again that the primary 
function in the first place in ECA was to build up the economy and 
that we have done. But now the whole picture has changed so that 
now we have the primary function to be military and that ECA aid in 
«a large measure goes directly to sustaining the military. But there is 
some portion that can still be used for building up strict economic 

capability. 

Allthe time I felt that the over-all policy was the foreign policy, 

Whether it is military or economic, it has to be handled through 
the governmental channels that under the constitution handles foreign 
policy \. 

What I want to find out from Senator Smith is how, if his proposal 
is adopted, it blends in with the constitutional provision of the Gov- 
ernment, how we are taking all this military and economic action to 
strengthen our foreign policy which is, of course, supposed to 
strengthen us. 

IT am thinking in terms of what can most effectively be worked out 
in foreign polic; y. Those foreign programs are not simply military 


and economic; those are arms of the foreign policy. The foreign 
policy is to deal with the various countries so we can bring about 
possible peace and, if not peace, bring about unity of action in case 
of war, 


EFFECT OF SMITH AMENDMENT ON PRESENT AGENCIES 


1 understood your argument this morning was, first it would be 
better to continue the present mechanism, unifying it under the Con- 
nally bill. That secondly, if the mechanism was changed, it might 
complicate the whole pic ture and necessitate modification of some 40 
or 00 agreements. 

What else would take place in case you did change the present 
mechanism ¢ 

Mr. Canor. Along the lines suggested by the Smith amendment, is 
that your question ¢ 

Senator Witry. Yes. 

Mr. Carnor. First of all, that sets up a single Administrator here in 
Washington to take over all the economic operations, plus the con- 
sideration of the military objectives which are proposed by the Mili- 
tary Establishment. He would have authority over the final alloca 
tion of funds for military aid, and as to the division between economic 
and military aid. 

It divorces this authority from the State Department and you 
yourself pointed out, not only here in Washington, but also in Eu- 
rope, both at the regional level and at the country level. More specifi- 
cally, it divorces it from the alliances that we have in particularly the 
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North Atlantic Treaty Organization. In the Smith amendment, sir, 
the consideration of what we want our partners to do in the North 
Atlantic Treaty Organization would continue in the State Depart- 
ment, whereas the aid in getting them to do those things is under 
a new Administrator. 

Unless those two work very well together as a team, the aid would 
not so well support—it would, of course, support, but not so effectively 
support, the aims and objectives which we have for our partners in 
this treaty. 

Senator Smiru of New Jersey. Would the new Administrator under 
the Smith Act, as it is here, contribute to the efficiency of the mili- 
tary accomplishments! Now, as 1 understand, the military matter 


is practically in the hands of the military branch of the Government. 
Mr. Canor. That is true. 


Senator WiLey. Will it stay right there / 

Mr. Casor. The final decision on the amount of military aid would 
be given to the Administrator, as I understand it. That would mean 
that the State Department, which has the responsibility for stimu- 
lating our partners to do what we believe is in our common interest, 
would have no say in the amount of aid that we give to these partners 
to get them to do what we consider in our common interest—except 
insofar as the State Department could make its ideas felt by this new 
Administrator. 

Senator Winey. Wouldn't the new Administrator under the Smith 
bill take over the acting agencies, and the name simply be changed ¢ 
What would happen there / 

Mr. Canor. There would be no responsibility in the State Depart- 
ment with respect to foreign aid. The Administrator would have to 
keep the Secretary of State informed and the Secretary of State could, 
under this act, object if the Administrator did something which he 
thought was not leading toward these objectives, or failed to do some- 
thing which he thought would be toward these objectives. But that 
seems to me, sir, to be a long way from giving any authority to the 
Secretary of State to influence this aid, which, in turn, influences the 
performance of our partners in the North Atlantie Treaty. 

Senator Witry. What part would the ambassadors play, who after 
all are the voice of America in these various countries? Would their 
activity be changed under this Smith bill? 

Mr. Cazor. They would no longer have voices with respect to mili- 
tary aid. Their effect, speaking on economic aid, would be the same 
as it is now, but economic aid would now be directed toward a multi- 
plicity of purposes, and therefore—— 

Senator Witry. Most of that economic aid, according to testimony 
heretofore, is to supplement the military. 

Mr. Canor. That is correct. Before, you see, it was based purely 
on dollar balances. Today it is based on a number of criteria, all con- 
cerned with building the security of our partners, which might include 
committing more forces to General Eisenhower, or the 
budgets for the production of military items in the country. 

Senator Witry. Where would Eisenhower fit into the picture under 
the Smith bill? 

Mr. Canor. Eisenhower is an officer and servant, in fact, of the 
North Atlantic Treaty Organization. I do not think that the Smith 
bill mentions the North Atlantic Treaty Organization, and the run- 


increased 
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ning of the North Atlantic Treaty Organization through our repre- 
sentatives on the Council of Deputies is in the State Department. 
Now, one thing I should have said; it does mention the North Atlan- 
ic Treaty Organization in connection with the Defense Production 
Board and the Finance and Economic Board. It places the repre 
sentative of the Mutual Security Administration for Europe on those 
two Boards as the United States representative. 


POSSIBLE DISRUPTION OF PROGRAM IN CHANGING ORGANIZATION 


Senator Witey. There must be a lot of action or activity that has 
been initiated. Now, in case there was a change here, I want to find out 
whether that could run smoothly or whether that would have a ten- 
dency to disrupt. You are going to deal with $8,500,000,000 through- 
out the world and in Europe. My ignorance is so great on this that I 
am trying to comprehend whether or not there would be any disrup- 
tion in the activity, or whether it could go right on under the new 
\dministrator. 

Mr. Carnor. I would not want to say that we would not continue 
under this new Administrator. Of course I am sure that we would all 
try very hard, because this is most important to the security of the 
United States. 1 simply feel that in logic, the leadership of this whole 
program should be in the State Department, where foreign policy is 
made, where our representatives on the various treaty organizations 
vet their instructions, and where the decisions should be made as to 
what priority should be given to the various things that we want our 
partners to do, and which of those various objectives should come 
first in considering the aid we are going to give them. 


FOREIGN POLICY ASPECTS OF FOREIGN-AID PROGRAMS 


There is a question always of priority. Do you want more forces, 
do you want more production / You have got a limited amount of 
money. That decision, I feel, is a fundamental decision of foreign 
policy, and the State Department should have the primary say in that 
decision. 

Senator Witey. Also, the very decision in relation to what economic 
aid should be given or military aid should be given lots of times is a 
direct matter involving dealings with a country involving foreign af- 
fairs or foreign policy. I do not mean just simply that you are go- 
ing to have so much military aid, or so much economic aid, but a lot 
of times there are some other things, a little quid pro quo in relation 
to policy. That is what 1 am getting at. That is why it seems to me 
that it is important that if the Smith bill does not do that, at least it. 
should be amended so that it does not attempt to take away from that 
branch of the Government _ matters for which it is constitutionally 
responsible. Maybe it does. I do not know. 

Mr. Casor. I agree with the Senator’s logic. 

Senator Carn. Mr. Cabot, at this lull let me make an observation if 
I may. 

PROBLEMS IN OVERSEAS ADMINISTRATION 


A minute ago you were talking to us about the organization, and I 
presumed in the MDAP countries, and it went like this, that here was 
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the ambassador and here is the ECA, and here is our MAG. Both of 
them have free access to the ambassador. 

Mr. Canor. That’s right. 

Senator Cary. That sounds awfully good on paper. Maybe that is 
the way it works now. A few months ago I had an opportunity to 
study the situation in the field, and in some instances it worked like 
this. Here isthe MAG and here is the ECA and there is the Ambassa- 
dor, and there is the assistant to the Ambassador. That assistant 
might fit on this line. It does not make any difference. But I have 
known instances in which operationwise the MAG and ECA found 
it most difficult as a practical matter to get to the Ambassador and the 
Ambassador’s assistant became fascinated with the opportunity to get 
into the field of operations for a change. In fact, he was, sometimes 
Without knowing it, actually telling the MAG and ECA how to run 
their business operationally. My sympathy for what Senator Smith 
is talking about comes out of a hope that we can design or secure 
an organization which will not pee these tremendously important 
but supplementary functions of administration on the one hand, and 
policy on the other. L think you recognize that is a valid weakness 
nour present system, 

Mr. Canor. I think you have put your finger on a mistake that has 
been made often, or certainly occasionally, namely, the Ambassadors 
ave sent an assistant to deal with men of great ability, charged with 

eat responsibilities in the field of economic and of military aid, and 
we are now cautioning all our Ambassadors that this leadership must 
be a personal leadership. It is their own responsibility, and one that 
they should not delegate to an assistant. 

Senator Cary. I have a couple of instances—but to show my conce 
of good faith I seek to embarrass no one—in which the assistant 
the Ambassador was in no uncertain terms telling both ECA and the 
gener: | or tis ay officer he ading M. AG what the A could | or could not do, 
and I said to both of those individuals personally, “Why in heaven’s 
name don’t you take your fight direct to the Ambassador?” and they 
said, “Well, perhaps we should, but this is a delicate situation and we 
would rather just sit here and take the rub.” 

I said, “The wrong thing with that is that vour job is not being done 
properly as a result of this obstacle,” and there the matter rested. 

So I am awfully pleased to know that you are conscious of the 
problem and minimizing its evil effects. 

Mr. Carnot. We are ve ry ¢ ‘onscious of it. I do not believe the Smith 
Act would eliminate this problem. It puts the military chief, unc der 
the MSA special representative in the country and then calls for rela- 
tionships between the MSA special representative and the Ambass: a 
which are very similar to the present relationships bet ween the special 
representative of ECA and the Ambassador. 

Senator Carn. Which might through the Smith bill continue the 
potential for what has been a prevailing obstacle in certain instances. 

Mr. Canor, That is correct. 

The CHarrman. Are there any other questions ? 

Senator SparKMAN, It seems to me. if I may just say this, that the 
difficulty Senator Cain has just pointed out is an administrative 
difficulty that simply cannot be avoided by writing something into law. 
It isa human element that enters into it, regardless of how the law is 
written. 
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Senator Smirn of New Jersey. That is true in any case. 

Senator Carn. Mr. Cabot agrees there have been a few disgraceful 
instances. 

Mr. Cazor. I became conscious of this shortly after I arrived here. 
We developed a paper on the relationships between the mission chiefs 
at the country level and at the regional level in late February, I think 
it was, which attempted to set forth these rel: ationships. Moreover, 
at the same time that this paper was sent to the field, we warned our 
Ambassadors that they must be careful not to permit the kind of 
thing to h: appen Ww hich Senator Cain has described. 

Senator Carn. These kind of tickled me, aside from making me sad, 
because [ could understood that if a man had been in the field of civil 
service for 25 years, and had never had any authority operationalwise 
at all, and, by gad, he took a look at this situation and it was just 
too good to be true. He was going to run this country to his satisfae- 
tion through MAG and ECA and he just took off, and the other repre- 
sentatives representing us were hav ing quite asad time, 

Mr. Canor. There is one other rather important change that Mr. 
Smith’s amendment would accomplish, and that is regarding what 
is called SUSREP, the Special United States Representative, to the 
NAT Defense Production Board taking way from direct channel to 
the Pentagon and putting him under the representative of Europe of 
the MSA, which would succeed his function the ECA and Mr. Katz. 

Senator Cary. Will you permit me a question that I think of at 
the moment ? 


PROCEDURE FOR ADDITIONAL MILITARY PRODUCTION PROGRAM 


With reference to additional military production the countries— 
at least this was true a year ago—were required to make an application 
for a particular military program and that application, for example, 
would be approved by MAG and then by the Ambassador, and then 
it would go off to the coordinating committee in London and from 
there would wind up in our State Department at home and through 
the State Department to the Department of Defense. Is that still the 
system / 

Mr. Canor. The additional military production is a special technique 
for getting increased military production in Europe under which we 
gave the hard-currency fraction of the cost of a specific program for 
manufacturing certain specific weapons or arms or othes munitions. 
We had in our act last year $475,000,000 set aside for that specific pur- 
pose. 

Senator Carn. T understood. 

Mr. Casor. Now we have found that it is very difficult to get addi- 
tional military production in important amounts by that technique, 
because if we give only the hard-currency fraction, and force the 
country itself to put up the big part of the cost of some new program, 
really you have not used very ore of a lever in order to get them 
to do something, so we get very few programs started under that 
technique. 

Senator Cary. I can fully appreciate that, but are those applica- 
tions still processed to this country, where they must be denied or 
approved ? 
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Mr. Cazor. Not on individual programs any longer, because we 
are attempting now to get general increase in production from a 
general use of funds, r ather than on specific programs. 

Senator Carn. We are making real progress, then, because I would 
be constrained to say that a year ago the situation seemed utterly 
fantastic to me, where every one of these applications, regardless of 
its size, had to be referred back to this country for action, and the 
nations involved simply were unable to understand why it would take 
from 3 months or longer to take action on an application in which 
we were only going to put the small percentage of hard cash anyway 
against the total figure that might have been $100,000, so you are 
indie ating that that is no longer required. 

Mr. Cavor. That is no longer required. 

Senator Carn. I congratulate you, sir. 

Senator SaLronstaLL. Might Ll ask one more question ? 

The CratrmMan. Yes. 

Senator SatronstTatu. I would like to ask Mr. Cabot this question. 
Perhaps he has explained it, but L am not quite sure. 


TARGET DATE AND AMOUNT NEEDED TO MEET ITT. 


You stated, Mr. Cabot, that we would continue the aid of approxi- 
mately $8,500,000,000 for two more years after this year, or a total 
of $25,000,000,000 in all and then we might expect a fast tapering 
off. LI appreciate that statement because Mr. C oolidge says it is more 
fair to us, but does that agree with the statement that you read from 
Mr. Acheson? Does he agree to this fast tapering off after 1954? 
As I heard that statement of Mr. Acheson’s ‘hat you read at the very 
start, I would not believe that that was so. 

Mr. Canor. If we complete our program by mid-1954, the end of 
fiscal 1954, then there will be the fast tapering off. 

( Deleted.) 

Mr. Acheson, I do not believe, contemplates any postponement of 
our target, or any decrease in the size of that target. That target 
was set by agreement with our partners, and the target date was set 
by agreement with our partners. 

Senator SALTONsTALL. That little statement you read at the start 
gave me the implication that this aid might go on at approximately 
the same rate of $8.5 billion after 1954, and your own statement would 
indicate that you would be hopeful that there would be a fast tapering 
off. 

Mr. Cooniner. I think, Mr. Saltonstall, since I heard Dean Acheson, 
the Secretary, and talked with him, the answer is “No”; that he equally 
expects with Mr. Cabot the program to taper off after 1954. It is 
a one-time capital ‘build: up. All this statement says is that the cost 
of that one-time capital build-up which should be completed by 1954, 
is in excess of the amount that we have heretofore talked about. 

Senator Smrirn of New Jersey. You mean that the three amounts 
which we have said are eight, eight and eight, might be more than 
eight, and eight in the next 2 years, but you do not mean that there 

will be a continuing cost after 1954, necessarily. 

Mr. Cooniper. Correct, except for maintenance cost. 

( Deleted.) 
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Senator Carn. Before Mr. Cabot came in this morning, a Senator 
of the committee suggested the possible need for an amendment which 
would put the United States under point 4. We haven’t gotten to 
that point of argument yet. 

Senator HickenLoorer. I have been searching for some place 
where some of these other countries can commit a little point 4 on 
us. I haven't been able to find it yet. 

Senator SpaRKMAN (acting chairman). If that is all with these 
gentlemen, we have two more witnesses which I think will be rather 
brief, the Deputy Under Secretary of State, Mr. Carlisle Humelsine, 
being the first. 





REFUGEE PROBLEM IN EUROPE 
Senator Smirn of New Jersey. Could I interrupt just a second / 
I was requested to ask Mr. Cabot while he was here with regard to 
the refugee problem and what we may be called upon to do with that 
in the next year or two if the IRO Act comes to an end, as it did come 
to an end this year. I am glad to ask Mr. Cabot to make a few re- 
marks on it in order to get it into the record. It should be in the 
record whether we want to consider it or not. It might call for some 
funds from the United States, and that would be part of our foreign 
ad. 

Mr. Canor. Of the $1,675,000,000 which we have programmed here 
for economic aid to Europe, it is quite likely that we will want to use 
$10,000,000 for this purpose, which will be on a matching-funds basis, 
hoping that at a total cost of about $30,000,000 we can take care of 
some 100,000 refugees from Europe and move them to places where 
there is a shortage of population instead of a surplus. We are hoping 
to get about $10,000,000 from the countries where there is a surplus 
of population and $10,000,000 from the countries to which these people 
would be moved, and put up another $10,000,000 ourselves, just to pay 
for the transportation costs. 

There are 12 ships which have been operating under the TRO which 
we hope can be continued in operation after the end of this calendar 
year. 

Senator Smirin of New Jersey. Will that require any additional 
legislation, or has the ECA, as presently constituted, authority to use 
funds for that purpose? 

Mr. Casor. I believe they have. It requires no more legislation. 

Mr. Cooley may be able to add to that. 

Mr. Cootry. Under existing legislation ECA does have authority 
to deal with questions of migration. The reason for raising this 
question before this committee at this time is because of statements 
that have been made to various committees of Congress about the 
termination of the International Refugee Organization, and the fact 
that the International Refugee Organization does go out of business 
at the end of this vear. 

If it were possible, if it proves possible in the course of the year, to 
use $10,000,000 of funds for migration purposes, it might be desirable, 
as Mr. Cabot says, to make use of a remaining portion, a small shipping 
group that is pr esently within the International Refugee Organiza- 
tion, and we wanted simply to make that clear. 

I should like also to make clear, if I may, sir, that the figure of 
$10,000,000 for this particular purpose is not in the estimates of 
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$1,650,000,000 that has been brought before you for this purpose. — It 
might be that in the course of a year this activity will be considered 
by ‘those administering the bill to have such a high priority that it 
was worth diverting other funds to accomplish it. 

Senator Smrrn of New Jersey. You do not think, Mr. Cooley, it 
needs any legislation ? 

Mr. Cooter. I do not. 

Senator Smiru of New Jersey. I merely raised the point so that 
Mr. Cabot could explain it to us. 

Mr. Cootry. The authority in the present ECA legislation is suf- 
ficient to allow ECA to engage in this activity. 

Senator a Thank you very much. 

Thank you, Mr. Cabot, and all of your group. 

Senator Smirn of New Jersey. I want to thank Mr. Cabot also 
for his very interesting criticism of my amendment. I will talk with 
him further about it. 


SUGGESTIONS ON SMITH AMENDMENT 


Mr. Canor. If I might at this time, Mr. Chairman, make two small 
specific suggestions with respect to Senator Smith’s amendment. 

One is that it has no terminiation date in it. It would seem to me 
that if I could agree with him on the general fundamental premise, 
I would then like to suggest a terminaton date. 

Senator Smrru of New Jerse y. I will agree with the termination 
date without any discussion. I think all these things should have 
a termination date. IT thought that the act here that we are discuss- 
ing, the Connally bill, had a termination date, but it has none. 

Mr. Coouwwer. It has none. 

Mr. Capor. The second suggestion I have to make is this, sir, that 
I think if such an agency were set up, it would require careful moni- 
toring by the Defense Establishment and by the State Department 
and I would hope that there would be a provision for some salaries 
in the act to enable the Defense Department and the State Depart- 
ment to coordinate their activities with the activities of the Adminis- 
trator. 

Senator SparkMAN. Thank you very much. 

Mr. Humetsine, we are glad to have you. You have a statement, 
I believe, to give us? 


STATEMENT OF CARLISLE H. HUMELSINE, DEPUTY UNDER 
SECRETARY OF STATE 


Mr. Humensinr. No. sir; I have no statement. I will try to make 
mine brief. 


SUGGESTED CHANGES IN PERSONNEL STRUCTURE AND SALARIES 


I am speaking to section 512 (a), 512 (b) and section 513. Section 
512 (a) covers: 

“In order to carry out the purposes of this act, there may be em- 
ploved one person at an annual rate of compensation not to exceed 
$17,500, and any person so employed shall be appointed by the Presi- 
dent, by and with the advice and consent of the Senate.” 
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That is to cover the position of the top man in this international- 
security field, the job that is held now by Mr. Cabot. The only change 
over the Mutual Assistance Program is that this raises the salary 
from $16,000 to $17,500. There is a big change, however, in the re- 
sponsibilities, because you go from a program that had only to do 
with the military, and now it is a program that combines the 
economic and military in one large bill. 

Senator Smrru of New Jersey. Is this the MDAP Act you are 
discussing ? 

Mr. Humetstne. This is section 512 (a) of this act. 

Senator SPARKMAN. That is pages 17 and 18. 

Senator Cary. What does the $17,500 compare with with reference 
to other executive authority ¢ 

Mr. Humenstne. $17,500 compares with the Under Secretary of 
State, the Under Secretary level. This job is set up in the hierarchy 
of the State Department as a Deputy Secretary in essence for this 
particular program. 

Senator Carn. And all other such Deputy Secretaries are paid at 
the annual rate of $17,500? 

Mr. Humetstne. In the executive branch all the Under Secretaries 
receive $17,500. 

Senator Smrirn of New Jersey. If my amendment were passed, 
would it or would it not affect this thing you are talking about? My 
amendment aims to put in a new title I, which took care of the admin- 
istrative end. 

Mr. Humetsine. If yours would pass I believe you would have to 
alter that to compensate for the changed administrative arrangement 
that you talk about, and to cover what Mr. Cabot said, m: aking some 
provision in the State Department and Defense Department for some 
high-level people to follow this from the standpoint of coordination 
with Defense and with State. 

Senator Smirn of New Jersey. I will seek your able advice, then, 
if we get that far in getting that straightened out. 

Mr. Humetsine. Section 512 (b) | reading]: 

Subsection (e) of section 406 of the Mutual Defense Assistance Act of 1949, 
as amended (22 U. S. C. 1577 (e)), is amended to read as follows: “For the 
purpose of carrying out the provisions of this act, there may be employed not 
to exceed four persons at a rate of compensation not to exceed $15,000, Any 
person so employed shall be appointed by the President, by and with the advice 
and consent of the Senate.” 

Now, the only difference between this and the Mutual Defense 
Assistance Act is, this increases it from three to four. There were 
three individuals under that; there are now four. Those four posi- 
tions are these: The Deputy Director of this particular program, the 
job that is held by Mr. Coolidge, who has been testifying before you; 
the Assistant Director for Polic ‘vy and Program Development. That 
is Mr. Ohly. I think Mr. Ohly has been before this committee. 

Then the Assistant to the Secretary of Defense, Mr. Nash. He is 
the Defense representative on ISAC. His salary is covered by this. 

Then the Executive Director of the European Coordinating Com- 
mittee, Colonel Bonesteel. He is the fellow who serves as the “Execu- 
tive Director to what they have been referring to as the “United States 
team,” which is Mr, Spofford, General Handy, Mr. Katz, and Mr. Batt. 
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Senator Carn. Is Colonel Bonesteel, a thoroughly competent fellow, 
still in the Army ¢ 

Mr. Humensine. Yes, sir. Colonel Bonesteel we got from the 
Army on detail. He was one of the outstanding younger officers in 
World War II. He was in charge of one of the big sections of the 
operations division of the General Staff. Mr. Lovett borrowed him 
when he was Under Secretary to come into the State Department as a 
special assistant in this field. He has been at this program from its 
inception. He has been in Europe for about 2 years. He is highly 
competent, a professional officer. 

Senator Carn. I know him quite well and thoroughly admire him. 

But a question for information: Was he detailed by the Depart- 
ment of the Army to this assignment ? 

Mr. Humetstne. We requested his detail, and the Department of 
the Army detailed him to us. 

Senator Carn. He still, then, remains on the active list of the 
Army ¢ 

Mr. Humetstne. He is on the active list, and we had to put through 
the Congress a special bill to allow him to fill this position. This 
went through the last Congress, I believe. 

Senator Carn. And as a result of the passage of that bill, he re- 
mains on the active list of the Army, but draws compensation—— 

Mr. Humecsine. At $15,000 a year. 

Senator Car~. Which goes with a civilian assignment ? 

Mr. Hume nsine. Yes, sir. 

Section 513, then reads as follows: 

In order to carry out the purposes of this act, not to exceed three positions 
may be placed in grades above grade 15 of the General Schedule established by 
the Classification Act of 1949 (5 U.S. C. 1112), and said positions shall be addi- 
tional to the number authorized by section 505 of said act (5 U.S. C. 1105). 

These three positions would cover the positions that are not covered 
in the present MDAP Act and would cover the Assistant Director 
for Program Management in the ISAC staff, the Assistant Director 
for European Security in NATO Affairs; that is the fellow who would 
follow all title I activities. Then the Assistant Director for non 
European Security Affairs. That would be the other three titles of 
the act. 

I think those three individuals have been set up as two XVIIT's 
and one XVII in the Classification Act, which would be $14,000 for 
the two and $12,200 for the other. 

Those are all the positions covered and that covers the three sec- 
tions. 

Senator Sparkman. Are there any questions? Thank you very 
much, 

Are there any questions ¢ 

Thank you very much, Mr. Humelsine. 


ADMINISTRATION OF THE PROGRAM 


Mr. Humelsine, did you want to say anything about the administra- 
tion of the act 

Mr. Humesine. It is up to you. 

Senator SparkMAN. It is up to you. You have heard the discussion 
that has taken place. This is under your administration; is it not 4 
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Mr. Hume sine. It is under the administration of the Department 
of State, and I have a certain interest in it. 

Senator SparKMAN. If you want to take advantage of this oppor- 
tunity to put in your word, we will welcome you to do it. 

Mr. Humetsine. I would like to say just a very few words on it. 
1 had the impression that this subject had been made too complex. 
‘To disagree with Mr. Cabot, I think the administrative set-up pro- 
posed is a very simple one and it is not basically different from what 
we have been operating under, and the type of operation that Senator 
Smith has referred to as being fairly effective. 

I think there are three elements that I would just like to touch on 
briefly. One is that I feel that the military character of aid program 
is a defense job. I think that that military character of the aid pro- 
gram should be Defense’s problem. 

[ think second, that to determine the economic character of the pro- 
gram, and the economic operation, is a job of an ECA-type organiza- 
tion, and that they shouk le arry out these operations. 

I think the third thing i is that you have to have some way to coordi- 
nate the foreign policy of the United States. In order to do that we 
set up what we thought was a very simple little device, this ISAC, 
which is made up of representatives of Defense, ECA, and State, under 
the chairmanship of the State representative. That was a device that 
allocated the funds in large lumps. 

The operation, if it were military, is carried out by Defense; if it is 
economic, it is carried out by the Economic Administraton. We think 
that makes a lot of sense. It is a small operation. It is not going to 
get into operations. We do not want to operate this thing. We don’t 
want to have anything to do with that. But we do want to have 
proper policy control so that this thing will carry out the broad ob- 
jectives of our foreign policy. 

Senator SparKMAN. May I ask you just a question or two right 
there ? You speak of this coordinating group, ISAC. It is a policy- 
making group ¢ 

Mr. Humetnstne. Yes, sir. 

Senator SparKMAN. That is where the policy originates / 

Mr. Humesine. Well, no; it is the device through which you get 
the policy to govern this operation. It is the device that represents 
the State Department, the ECA, or whatever economic arrangements 
you have, and Defense, and in there you pull together your total 
United States Government position. 

Senator SeparkMAN. That is what I mean. So far as the field 
concerned, this is the point of origin. 

Mr. Humetstne. This is the point of authority. 

Senator SrarkMAN, And it goes from there, then, to the respective 
Ambassadors, does it, or where 4 

Mr. Humerstne. No. What is decided, then, is carried out by the 
Defense Department and by the economic aid agency, and by their 
field arms. 

Senator Sparkman. It goes down, then, to whichever agency in 
the field is supposed to carry out that policy ? 

Mr. Humetstne. That is right. 

Senator SparkMAN. Then where does the Ambassador in a particu- 
lar country come into the scheme? 
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Mr. Humensine. The Ambassador comes in—as [ have heard it 
described best, he is the captain of the United States team and, as 
such, he is supposed to coordinate this responsibility in the field. 

You have a separate economic mission there set up, but it has the 
responsibility of coordinating with him, and you have at present the 
military directly under the Ambassador, under part of his staff. He 
pulls those three things together, and you get a coordinated position 
toward a particular country involved. 

We think that is necessary or else you are going to get three positions 
over there without coordination. You are going to get a political 
position, and somehow or other it seems to degenerate into the fact 
that the only job the State Department has is the political. I would 
challenge that. Weare supposed to coordinate foreign policy. That 
is the way, at least, we are set up under the Constitution, and that is 
our responsibility: and then the Ambassador, for carrying out that 
responsibility, would work with the head of this economic arrange- 
ment, and with the military to get that result. 


IS STATUS OF ISAC HIGH ENOUGH 


Senator Spars man. Let me develop jus st two more points brie‘ly, 
if I may. I wonder if vou have heard the criticism that has been 
offered here by some of the witnesses to the effect that the coordinating 
is not done at a high enough level: second, that, and corollary to that, 
oftentimes those who are supposed to be members of ISAC, 
functioning themselves, delegate it to a subordinate 
a second level and that as a result, it is difficult 
decisions, proper and timely decisions. 

I believe, very briefly, that summarizes the objections that have 
been offered. 

Mr. Humetstnr. Senator, I do not think that you are going to set 
up by legislation any administrative device that will get away from 
that. I think that is a question of getting good people and making 
them carry out their responsibilities, and not allowing the Ambassador 
to delegate to a junior the coordination of very responsible parts of 
this program. I think that is a question there as to how well you 
administer it and how well you operate it. 

Senator SPARKMAN. I am not so sure they were talking about out in 
the field. I think they were talking about it back here. 

What about your members of this coordinating body? Do they 


actually function, or do the ‘v delegate it to somebody down the line, 
and somewhat throw it aside ? 


Mr. Humersinr. My understand is that they 
directly. 

Senator Carn. Who are the members of ISAC here ? 

Mr. Hume sine. Mr. Cabot, Mr. Nash who works right with Mr. 
Lovett in Defense, and I think it is Mr. Halaby in ECA, who works 
right with Mr. Foster and Mr. Hebbard of the Treasury. They 
the direct deputies in this field. : 

Senator SparKMAN. Senator Lodge wants to ask some questions. 
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UTILIZING TITRE NATIONAL SECURITY COUNCIL FOR COORDINATION 


Senator Loner. Isn't the National Security Council charged with 
coordinating foreign policy on matters affecting national security / 
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Mr. Humetsine. In the very broadest sense of the word, Senator ; 
yes, sir. 

Senator Lover. That does not violate, does it, the constitutional 
position of the State Department in this field ¢ 

Mr. Humetsine. No, sir, because what you are doing there, you are 
coordinating military policy with total foreign policy. 

Senator Lover. Why would not that be a good place to put this 
activity ? 

Mr. Hume:styr. I do not think that it would be a good place, 
Senator, to put this activity because the next thing, vou would have 
the National Security Council bogged down with a lot of responsi- 
bilities and they would not be able to car ry out that fundamental one 
of making these two things jibe together. I think if you try to pile 
on to the National Security Council additional responsibilities for 
every one you put on you diminish their ability to do the primary 
job they are set up for. 

Senator Lopér. So you do not want to give this any higher rank 
than it has now? 

Mr. Humersine. It has Cabinet rank, virtually. 

Senator Lover. Mr. Cabot has Cabinet rank? 

Mr. Humenstne. He has virtually, because he is operating as the 
direct Deputy of the Secretary of State. 

Senator Loner. That word “virtually” is quite a word. 

Mr. Hume tsrnu. In a practical way, though, Senator, if you put 
this responsibility right in Mr. Acheson’s hands, what would happen ? 
He would have to delegate it. 

Senator Lover. I do not advocate doing that. I am advocating the 
opposite. I do not want to put it in his hands at all. 

Mr. Hume stne. ISAC does not operate these programs. It is a 
device to coordinate policy governing the programs. 

Senator Loner. I can see the point that you want to have policy 
control 

Mr. Humersrne. That’s about right. 

Senator Loner. And have representatives of the military and eco- 
nomic and political in a position to exert their influence in their par- 
ticular fields. I can see that that is the weakness of Senator Smith’s 
proposition, in that they get away from that. But I cannot under- 
stand your objection to giving this thing a higher rank and putting it 
in the National Security Council. It seems to me that is such an ob- 
viously good place for it. The National Security Council, and you 
have admitted it on this record, is charged with the coordination of 
national security, and I do not see why that is not a very good place 
to put it. 

Mr. Humensrne. I still feel if you do that you are going to take 
away from the primary job of the National Security Council, and 
they are going to get into the intimate detail of this particular prob- 
lem. 

Senator Loner. I do not see why they would get into it any more, 
than the State Department would get into it. Why should they? 

Mr. Humerstne. Because it is another responsibility that they have 
to be responsible for directly. 

Senator Loner. It is another responsibility that the State Depart- 
ment must take on. 

Mr. Hume sine. But there is a device set up to handle it. 
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Senator Loner. And we take the device and put it into the National 
Security Council and give the Chairman Cabinet rank and we retain 
your separate members for the military, economic, and everything 
else. It seems to me that is a reasonable way to go at it. 

Let me read this into the record: 

Activities of the National Security Council: The duties of the Council are to 
assess and appraise the objectives, commitments and risk of the United States 
in relation to our actual or potential military power in the interest of national 
security for the purpose of making recommendations to the President; to con- 
sider policies on matters of common interest to the departments and agencies 
of the Government concerned with national security, and to make recommenda- 
tions to the President. 

Thank you, Mr. Humelsine. 

Mr. Humensine. One thing I do want to point out, that it would 
bring into the National Security Council a couple of other depart- 
ments that are not already there, but I think the proposal has merit 
and is worth careful consideration and study. 


DIFFICULTY OF SECURING GOOD PERSONNEL 


Senator Cary. One question: What is your personnel problem 
today’ Are you finding it difficult to expand your activities through 
securing competent personnel, or is it difficult to secure such per- 
sonnel ¢ 

Mr. Humetsine. It is one of the most difficult things that you have 
in the operation of running a couple of different agencies in this field. 
That is the personnel problem. That is one of the most difficult to 
solve, because with the temporary agency, and I am not saying this in 
any critical way, they have to pay higher salaries. They are short 
terms; there is not the career element there is in the other, and what 
you do, you tend to attract out of your old-line agency some of the 
better people to go in there, and then you will get the fellow who stays 
in the old-line agency. He looks over and across the fence. Here is 
a fellow making $3,000 more than he was who used to be maybe his 
junior, and you get quite a difficult morale problem, and it is diflicult 
to solve. 

Now you take the State Department in its training program. We 
will start to train people for Indonesia, and we will send them to 
college. 

Then we will send them to Indonesia and put them on the job. 
Then we are all set. We think, “Well, we have got an Indonesian 
expert.” The next thing, a temporary agency comes along, and I 
would do the same thing. They SAY, “Here is a man pretty well 
trained. We will make him a GS-4.” © You are only a Foreign Service 
officer, class 4. You will pick up about $3,000 a year. They say, “Why 
don’t you come over with us?” It isa very difficult thing to operate in 
the personnel field, and I worry about the career service from that 
standpoint. 

Senator Cain. It would be possible to secure the additional per- 
sonnel required by this pending measure out of your personnel re- 
sources ¢ 

Mr. Humetsine. This additional measure ? 

I think you will have to get additional outside help. 

Senator Carn. In a very considerable number, I would assume? 
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Mr. Humetstne. We have not been able to train the people for this 
sort of build- up, and they are in short supply and the competition on 
the ones you have would be very great indeed, which is only very 
natural, 

Senator Carn. Have you given any thought to where such personnel 
may be secured from ¢ 

Mr. Humepsine. What I am giving thought to is how to retain the 
personnel in the State Toke irtment for the long haul. The new agency 
has to worry about where it is going to get its personnel. We are 
going to cooperate to the maximum, of course. 

Senator Carn. You are going to cooperate by making as certain as 
you can that they - not runaway with your personnel, in self-defense. 

Mr. Humecsine. Within this frame of reference, we are going to 
do everything th: 3 we can to put as many me our officers as we can 
possibly spare over there to he ‘Ip out with it, but it goes way beyond 
that. 

Senator Carn. Thank you. 


PRESERVING STATE DEPARTMENT'S CONTROL OF FOREIGN POLICY 


Senator SavronsraLtt. Might I ask one question’ IT know you 
are anxious to get lunch. 

I joined with Senator Smith, Mr. Humelsine, in his amendment 
when he asked me, because I believed that it would be a method, at 
_ st, to try to give greater confidence to the people of our country 

a whole that this program was being just as carefully administered 
as 3 possible. Now, you say that it should be kept within the State 
Department as a question of policy. 

The State Department’s business is essentially political business in 
the highest sense of that word. It is a question of political dealings 
between governments, of reaching political decisions, treaties, and 
other agreements of all characters. 

Now, are you not putting an undue responsibility on the State 
Department when you put into it (1) a problem that is essentially 
business problem, ECA aid, and (2) another essentially military 
problem, and giving this State Department the over-all decision under 
Mr. Cabot, for whom I have great respect and personal friendship? 
You are giving him, as the head of a committee in the State Depart- 
ment, the final decision where, if it was outside the State Department, 
with the State Department representative and a military representa- 
tive and other representatives helping out, a separate agency would 
make this decision subject to final approval of the P resident if there 
was a difference of opinion. 

It.seems to me you are helping the State Department by doing that, 
viving greater confidence to the political decisions of the State De _part- 
ment and giving it a say in this thing without giving it the ultmate 
burden that it would have to carry. 

Mr. Humensine. I think what you propose makes a lot of sense if 
the State Department gets in on the political decisions; that you set 
up a device so that the State Department does participate in this, and 
you do not go and make the economic decisions on their own and make 
the military decisions on their own, and then the State Department 

nakes its decision on its own. 





r this 
mon 
very 


onne| 


n the 
rency 
e are 


in as 
Tense. 
ng to 
> can 
yond 


you 


ment 
iL, al 
intry 
tered 
State 


ss In 
lings 


and 


State 
lly a 
itary 
inder 
ship ¢ 
part- 
ment, 
enta- 
vould 


there 


that, 
part- 
mate 


ise if 
u set 
, and 
make 
ment 


MUTUAL SECURITY ACT OF 1951 


Senator Savronstauy. This amendment specifically provides for the 
State Department to come in and give it a chance to express its 
opinion. 

Mr. Humensine. It has to be more than on a once-a-year basis. It 
has to be some sort of continual thing. It is a problem ot working 
these things out on a daily basis, and you have to get some way to pull 
these things in, that you consider them on a daily basis. If you do not 
do that, then the economic thing, with the best intentions in the world, 
is going ahead with its primary job, which is bulding up producton 
or doing this. The miltiary is going ahead with its primary job, and 
this is building up these defense forces, and in the process, if you do 
not watch out, the primary foreign policy objectives of this country 
are not being tied in. The Ambassador walks in to see the Foreign 
Minister, and he says, “I’m sorry: I have made the deal with this 
fellow, and I have made the de: a oe that fellow. We can talk 
about protocol, or something like that, but this thing is running down 
the road now. 

Senator SALTONSTALL, If there is daily contacts, as 1 suppose there 
would be, does not this really in many ways help the State Department 
and not take away from its policy-making decisions in any way, form, 
or manner ¢ 

Mr. Hume sine. If you can find a way for the policy decisions to 
he taken into consideration. 

Senator SavronsraLL. Won't it help the State Department / 

Mr. Humetsine. I do not know whether it would help it. It 
probably would not hinder it. 

Senator SavronsTaLL. In your opinion, and this is perhaps an 
unfair question, would it give a greater degree of confidence to the 
American people that all the Departments were being concerned, but 
the decision was being made on perhaps more of a business level than 
a government political level ¢ 

Mr. Humepsine. Of course. I think the confidence comes out of 
having a well-run economic arm, and a very responsible, able man 
running that particular thing, and a good administrator. 1 think 
both Mr. Hoffman and Mr. Foster gave that feeling to the American 
people. We have not proposed under this to change that. 

Senator Savronsrau.. Senator Smith’s suggestion certainly is 
worthy of very careful consideration ¢ 

Mr. Hume sine. .Yes, sir. 

Senator Smiru of New Jersey. I thank you, Senator Saltonstall. 

The Cuamman. All right. is that all? 


USE OF MDAP FUNDS FOR TRAINING NON-NATO PERSONNEL 


Senator HickENLoorer. I wonder if I could ask Mr. Cabot a 
question. 

Mr. Cabot, have any MDAP funds been used to bring into the 
United States and train and educate any personnel of any kind not 
from NATO countries? That is, from other than NATO countries? 

Mr. Capor. Yes, sir; from Greece and Turkey we have had large 
delegations, and I think probably from other countries. 

Senator HickEeNLoorer. That is, from the MDAP funds? 

Mr. Capnor. Yes. 

87360—51——-34 
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Senator HickenLoorrr. Has it been necessary to transfer funds for 
that purposef How was that accomplished ¢ 

Mr. Casor. The MDAP funds are used at the recommendation of 
the Department of Defense and the final approval of the Department 
of State. 

Senator HickenLoorrer. Are there any others that you recall out- 
side of Greece and Turkey? Are there any South American people $ 

Mr. Canor. No; no South American people have been trained out 
of MDAP funds. South America is not entitled, under present legis- 
Jation, to grant military aid. 

Senator Hickenioorer. Thank you. 

The Cuairman. All right, Captain. 


STATEMENT OF CAPT. GEORGE N. ROBILLARD, PATENT COUNSEL 
FOR THE NAVY DEPARTMENT, APPEARING FOR THE DEPART- 
MENT OF DEFENSE 


Captain Ropitiarp. If the committee please, my remarks will be 
directed solely to section 509. The primary purpose of this section 
is to vest the Court of Claims with jurisdiction, when in connection 
with the furnishing of military assistance in furtherance of the 
purposes of this act: 

(a) Infringement of a United States patent occurs; or 

(b) An owner of proprietary information is damaged by the dis- 
closure of the information by reason of acts of the United States or 
its oflicers or its employees. 

In either instance the remedy of the owner shall be by suit against 
the United States in the Court of Claims for reasonable and entire 
compensation. 


VESTING THE COURT OF CLAIMS WITH JURISDICTION OVER PATENT 
INFRINGEMENTS 


The Department of Defense considers it essential that such juris- 
diction be vested in the Court of Claims, in order to assure an uninter- 
rupted flow of materials for the purpose of military assistance. 

Considering patent infringement, the Court of ‘Claims presently 
lias jurisdiction when the infringement is by the United States, or 
by those acting for the United States. The controlling statute is 28 
U.S. C., 1498, but the court has had jurisdiction for acts of patent 
infringement by the United States since 1910. In 1918 the jurisdic- 
tion was broade ned to include acts of infr inge ment by those contract- 
ing with the United States. The purpose of broadening the jurisdic- 
tion Was to prevent a patent owner from bringing suit in a district 
court against a contractor with the Government, obtaining an injune- 
tion, and thus prevent the flow of essential materials to the Govern- 
ment, 

For the purposes of military assistance it is not. only necessary to 
prevent any stoppage in the flow of materials to the United States, but 
necessary to prevent any stoppage in the flow of materials to our allies. 
In many instances materials for our allies will not be purchased 
directly by the United States and in the absence of this legislation, 
a patent owner could enjoin a manufacturer from supplying the mate- 
rials if patent infringement exists. 
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This provision will deprive a patent owner of the right to obtain 
an injunction and limit him to a money recovery. Balanced against 
this is the fact that manufacturers may be encouraged to enter into 
military defense production because they will not be faced with patent 
litigation. 

For the reasons set forth, it is strongly recommended that the Court 
of Claims be given this additional jur isdiction in patent cases. 

Senator Smrrn of New Jersey. Would that require an amendment 
to this bill? 

Captain Ropitiarp. No, sir. This is section 509. 

Senator Smrrn of New Jersey. What you are advocating is in the 
bill? 


Captain Ropiniarp. Yes, sir. I am supporting the bill. 
RELATIONSHIPS OF PATENTS TO FOREIGN AID 


Senator Savronsrautu. If we put this provision in this bill, are we 
not opening the door to a whole lot of provisions that are not strictly 
in connection with foreign aid? If this is right in theory, why should 
it a be the subject of a separate act in and of itself / 

Captain Rosittarp. This, Mr. Saltonstall, is certainly directly con- 
nected with foreign aid, because one of the principal things is to get 
the equipment to the countries. 

Senator Sarronsrauy. I understand that. 

Captain Ropuiarp. One of the greatest objections we have had 
right along from industry is the fact that we have no way whatsoever 
to recover, if necessary, for patent infringements. It is so closely 
- up to the flow of material that it appears to me that it is definitely 

1 part of this program. It definitely removes a road block which 
oheewinn exists for the carrying out of the entire program. 

Senator Sarronstaty. We have had a suggestion that we put the 
St. Lawrence waterway in this bill, and we have other suggestions of 
that character. I asked it in the form of a question: I realize the im- 
portance of what you say, but I question very much the wisdom of 
putting a provision of this kind in this particular bill, which is a highly 
controversial bill involving foreign aid, and it seems to me that this 
is a subject that should be considered by the Armed Services Com- 
mittee as a separate matter of legislation in and of itself, and should 
be put forward by the Department of Defense as separate legislation. 

Captain Ropm.arp. Well, sir, if it was considered by anyone else, 
it would go to the Judiciary Committee. But this is an immediate 
problem, Mr. Saltonstall. It is not one in the future, such as the St. 
Lawrence waterway, and it is so closely tied up with this that I can’t 
see that it should be delayed any longer if this whole program is to 
progress. 

Senator Sauronsraun. I agree with all you say, but it seems to me 
that the Department of Defense is making a mistake in trying to in- 
clude it in this very controversial program, where we have got to dis- 
cuss and justify substantial sums of money to other countries, to bring 
in a corollary matter of this kind, which opens the door immediately 
to opposition amendments that would tie up the primary purpose of 
this bill, or might tie up the primary purpose of this bill very 
extensively. 
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Captain Ropiiarp. Yes, sir; but you are considering giving exten- 
sive funds to this program. We may immediately be faced with the 
situation that the use of those funds is stopped because we are unable 
to place produci.on contracts because people won't take them for fear 
of patent litigation. 

Senator Sauronsran. That applies to every bit of material made 
for the $40,000,000,000 of new hardware that the Department of De- 
fense is going to ask for, does it not ¢ 

Captain Ropiiuarp. Yes, sir. 

Senator SarronstatL. Then should it not be more properly put in 
that bill, if it has to be tied onto a bill, than it would be to tie onto 
this bill? I would feel, Mr. Chairman, most respectfully, quite 
strongly with regard to that, because I believe that we are getting 
ourselves involved in a matter that will bring in and make it per- 
fectly open, so that even you, with all your tact and persuasion on 
the floor, will have difficulty in excluding other amendments, hostile 
amendments, that have nothing directly to do with the act. 


NEED FOR PROVISIONS ON PATENT LITIGATION 


The CHatrMan. Let me ask you, Captain Robillard: We have been 
getting by heretofore without a provision of this kind, haven’t we ? 

Captain Ropm.arp. As a practical matter; no, sir. We have run 
into considerable difficulty. 

The Caamrman. You may have run into difficulty, but you got by. 
It hasn't stopped any of our military activities. It has not blockaded 
the war preparation, has it ¢ 

Captain Ropr.uarp. Sir, I have covered only the patent part. When 
I get to the information part, we have had a road block, because there, 
and let’s forget patents for a moment, please, acquiring the know-how 
to do something is involved. 

The CHamMan. We can't go into all those collateral issues. T agree 
with Senator Saltonstall, myself. You brought in here something 
that should be in theJudiciary Committee. It is a legal matter. I 
don’t think it has any place in this bill. 

Senator SarTonstaLL. Mr. Chairman, might I ask a question of the 
captain, who is a distinguished lawyer? I would like to ask the cap- 
tain if it would not be wiser, and more practical in the wisdom of 
greater speed, to voluntarily withdraw this provision from this bill 
and file it immediately as separate legislation to go either to the 
Judiciary Committee or to the Armed Services Committee, or the 
proper committee? I would hope that the Department of Defense 
would do that. 

Captain Rosttiarp. Well, sir, the reason it is put in here is because 
it is tied up, and would only exist—these remedies would only exist— 
so long as this act exists. It is only temporary legislation for the 
purposes of prosecuting aid under this act. 

Senator SaLTonsTaLL. But you are going to use this under the $40,- 
000,000,000 of hardware that comes in the other act. 

Captain Ropitiarp. No, sir; no, sir. When I said that, I was not 
thinking of $40,000,000,000 worth of hardware that we are buyine for 
our own defense. We already have jurisdiction in the Court of Claims, 
where there is a direct purchase by the United States or a contract for 
the United States. But here we are faced with the situation of tying 
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it right in with the purposes of this act, and this would only be tem 
porary legislation so long as the act existed. 
The Cuatrman. All right. Is that all/ 


JURISDICTION OVER DAMAGES RESULTING FROM DISSEMINATION OF 
KNOW-HOW 


Captain Rositiarp. In addition to vesting the Court of Claims 
with jurisdiction when patent infringement occurs, this section will 
also give the court jurisdiction when an owner of proprietary infor 
mation has been damaged by disclosure of the information by reason 
of acts of the United States, its officers or employees. 

That the owner of proprietary information has a right to action 
against a recipient of that information who has used it without the 
owner's consent, is well established in the State courts. At least one 
Court of Claims case (Patton v. United States, 110 C. Cls. 195) im- 
plies that an owner of information also has right of action against the 
United States, if the owner can establish an express or implied contract. 

In many instances the information constitutes the manufacturer's 
know-how. At times, such as when replacement of existing material 
or parts thereof is required, it is absolutely essential to hi ave ve » manu- 
facturer’s know-how in order that the toler: ance and other techn l 
features be identical in the replacements. 

The United States has in its possession volumes of such know-ho 
It has been acquired in many ways. Some it has voluntarily 
mitted, other has ‘aay ak ‘itted in conjunction with invitations 
bid and much of it has been acquired under research and development 
contracts the United States has a right to disseminate it, but it 
not have such right in other instances. 

It has been the policy, generally, to obtain the consent F the owne 
of the know-how prior to its transmission but there are instances wl 
time does not permit, and other instances where an accurate determina 
tion as to who the owner is, cannot be made. Without consent of t! 
owner there is an understandable reluctance on the art of officia 
and employees of the Defense Department to disclose the information 
to other sources. It is believed that this reluctance could be swept 
away and that manufacturers and others would be much freer in pro 
viding know-how if they were to be made whole for any damage resu 
ing from the transmission of that know-how. 

The purpose of estab lishing an affirmative remedy in the Court 
Claims is to give the owners assurance that if they are dam: ized t] 
shall have the right to seek reasonable and entire compensat 
the reasons given it is strongly recommended that this aaa 
established as an affirmative part of the law. 


DEFENSES IN SUCH SUITS 


In providing the Court of Claims with ack usee jurisdiction sec- 
tion 509 further provides, beginning at page 15, line 9, that 


In any such suit the United States may avail itseelf of any and all defense, 
general or special, that might be pleaded in a like action. 


This has always been true with respect to patent litigation and 
prior to the codification in 28 United States Code 1948 like language 
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was used in the earlier statute. Upon codification, this language was 
omitted because— 

In the absence of statutory restriction, any defense available to a private party 
is equally available to the United States. 

The inclusion of the above language, therefore, appears to be a mat- 
ter of choice. It does make the act more explicit and for that reason 
it may be desirable. 

The above language establishing defenses runs to both patent. cases 
and those based on disclosure of information, but beginning at line 
12, on page 15, there is spelled out a defense running only to suits for 
damages for use or disclosure of information. This defense, in brief, 
provides that if the United States already has the information in its 
files it shall be a complete defense for the Government. provided (a) 
it has a date prior to the disclosure by the owner of the information; 
(>) it constitutes sufficient description of the information; and (¢) 
the information has not been obtained directly or indirectly from the 
ownher. 

The reason for spelling out this defense arises because of conflicting 
opinions in the courts as to whether or not a defendant in an action 
of this kind may show that the information was in fact old at the 
time of receipt. Some courts have held that the recipient may show 
that the information is old and thus the recipient is relieved from 
liability, even though he uses the information. Other decisions have 
held that if the information is new to the recipient and he uses it, he 
is liable on the doctrine of an unjust enrichment, even though he is 
able to establish that the information was in fact old. 

Despite the uncertainty as to what defense a recipient may raise, 
in order to avoid liability, one writer who has made a broad study 
of the subject reached the following conclusion : 

If the receiver had the submitted idea in his possession prior to the submission, 
he receives nothing of value, and an obligation to pay will not be implied 
or imposed by law (vol XXIX, No. 3, Journal of the Patent Office Society, p. 
161, March 1947). 

If this conclusion is correct then this part of section 509 is nothing 
more than a codification of existing law. However, if it is not cor 
rect this bill will enact into law a special defense for the benefit of 
the United States. 

As the Defense Department considers that the conclusion is correct 
it does not—if there be any doubts—wish to press for inclusion of the 
defense. If the defense is a proper one, it will be available to the 
United States just as all other defenses are, whether or not it is spelled 
out in the act. 


PROVISION FOR ADMINISTRATIVE SETTLEMENT OF CLALMS 


Turning now to section 509 (c), this section gives to department 
heads the authority to settle any claims arising out of patent infringe- 
ment or information disclosure, provided the claim is submited prior 
to bringing of suit in the Court of Claims. The agencies presently 
have authority to settle claims for patent infringement under 35 


United States Code 91, when the infringement is by or for the United 
States. 


The authority to consider a claim of this type administratively is 
highly desirable. The procedure enables the Department of Defense 
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to retain control over a matter which was developed by its action, and 
further enables a determination by personnel having intimate knowl- 

edge of the situation. If the matter be classified, the claimant must 
await the removal of security before proceeding in the Court of 
Claims, and thus, although having a remedy, he may not invoke it. 

When suit is initiated not P only is the time of the agency involved con- 
sumed but also that of the Department of Justice. By providing for 
administrative compromise and settlement of claims, the over-all cost 
of determining the existence of Government li: ibility is reduced, both 
from the Government's standpoint and that of the claimant. 

Section 509 (d) excludes an employee of the United States or his 
assignee from bringing suit under the provisions of this act while he 
is in the employment or service of the United States or in any infor- 
mation or invention discovered, invented, or developed while in the 
employment of the United States. This exclusionary provision is 
found in 28 United States Code 1498, and has been in the law since 
1910, 


WITHDRAWAL OF AN AMENDMENT ON PATENTS 


On pages 8 and 9 I do suggest an amendment which has been sug- 
gested throughout, but I think it runs straight to the objection raised 
by Mr. Saltonstall; therefore I would suggest withdrawal of it. That 
is, ignore the proposed amendment on pages 8 and 9 of my statement. 

The Cuairman. Do you mean you are offering another ame ndme nt? 

Captain Rosmtarp. There was an amendment offered to section 509 
and Iam withdrawing that. 

The Cuatrman. All right; we stand in recess until 2:30. 

(Whereupon, at 1:15 p. m. the committees recessed until 2:30 p.1 
of the same day.) 

AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., pursuant to the noon 
recess, Senator Connally, presiding. 

Present from the Committee on Foreign Relations: Senators Con- 
nally (chairman), Green, McMahon, Fulbright, Sparkman, Gillette, 
Wiley, Smith of New Jersey, and Lodge. 

Present from the Committee on Armed Services: Senators Ke- 
fauver, Saltonstall, Knowland, and Cain. 

Also present: John A. Loftus, NEA, Department of State; Com- 
mander B. L. E. Talman, Office of Military Assistance, Department 
of Defense; William O. Hall, UNA, Department of State; A. Allan, 
ECA; Jonathan B. Bingham, Department of State; Graham R. Hall, 
UNA, Department of State; E. A. Bayne, ECA; L. A. Wheeler, NEA, 
Department of State; John D. Hickerson, UNA, Department of State; 
C. T. Moyer, ECA; George C. McGhee, Assistant Secretary of State; 
John H. A. Pierson, economic adviser, FEPD, ECA; Samuel T. 
Parelman, special assistant to Assistant Sec retary Dean Rusk, 
Department of State. 

The Cuatrman. Come to order, please. 

This afternoon we will take up the Far East. Mr. Rusk will 
testify. 

Senator Green, will you preside for a few minutes / 

Senator GREEN (acting chairman). You may proceed, Mr. Rusk. 
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STATEMENT OF HON. DEAN RUSK, ASSISTANT SECRETARY OF 
STATE FOR FAR EASTERN AFFAIRS, ACCOMPANIED BY R. ALLEN 
GRIFFIN, DIRECTOR, FAR EASTERN PROGRAM DIVISION, ECA; 
AND HARRY J. MALONY, MAJOR GENERAL, UNITED STATES 
ARMY, RETIRED, SPECIAL ASSISTANT TO THE SECRETARY OF 
DEFENSE 


AID PROPOSED FOR FAR EAST 


Mr. Rusk. Mr. Chairman and gentlemen of the committee: The 
proposals which are being made under title III provide for $555 
million in military aid, principally for the four countries of the Philip- 
pines, Formosa, Indochina, and Thailand, with $262,500,000 of eco- 
nomic and technical assistance for most of the countries of Asia and 
the Pacific, and $112.5 million for Korean relief and reconstruction. 

Senator McManon. May we have those figures again ? 

Mr. Rusk. $555 million for military aid. 

Senator McManon,. lor the Philippines. 

Mr. Rusk. For the Philippines, Formosa, Indochina, and Thailand, 
That is where the bulk of the aid would go; $262.5 million for eco- 
nomic and technical assistance programs for a considerable number of 
countries which I will attempt to cover in the testimony, if I may, 
Senator, and $112.5 million of new appropriations for Korean relief 
and reconstruction. 

Included under title III are proposals which affect India, Pakistan, 
Afghanistan, Nepal, and Ceylon. Under our State Department or- 
ganization those countries fall within the responsibility of Assistant 
Secretary McGhee in the Bureau of Near Eastern, South Asian, and 
African Affairs, and it would be appreciated if the committee would 
permit him to speak to those particular countries. 

Insofar as the rest of these title IIT countries are concerned, it 1s 
obvious that there is a close relationship between the political, military, 
ind economic factors. 

We have had for some time an informal group representing State, 
Defense, and ECA to tie together our policy, our actions, and our 
issistance programs in those areas. 

My deputy, Mr. Merchant, is the State Department member of 
at committee. General Harry J. Malony is the Defense Depart- 
ment member, and Mr. Allen Griffin is the representative of ECA. 

Senator McManon. Why can these gentlemen here not identify 
themselves / 

Mr. Rusk. To my right is Mr. Allen Griffin, ECA, and next to him 
is Gen. Harry Malony of the Department of Defense. 

After my introduction, the committee might like to hear from them. 

Senator Green (acting chairman). Do you not think it would be 
better to hear from each of you before asking questions ? 

Mr. Rusk. Yes. 

Insofar as Korea is concerned, there are a number of United Nations 
aspects and Assistant Secretary Hickerson is here to speak to the 
United Nations aspect of the Korean program. 

Military and economic assistance to countries of the Far East 
is not new in our recent past. We had occupational responsibility 
in Japan, Korea, and the Ryukyus. 


+] 
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After military occupation in Korea, we had an assistance program, 
both economic and military, as part of an effort to deve slop that country 
into an independent nation. 

The committee is familiar with the long record of our special re- 
lationship to the Philippines. We have had various types of economic- 
assistance programs to the Philippines since the inde spe ndence of that 
Nation. 

Our aid to China has extended well back into the past, into the 
period of World War II, and it has continued in the postwar period. 

We wish to present to the commtioe a systematic consideration of 
military and economic assistance to the general area of the Far East 
in light of the present situation with which we are confronted out 
there. It does mean a development and elaboration of some of these 
historical etforts which we have been making over the past several! 
years. 

Senator Smiru of New Jersey. Does that include technical assis 
tance too in the statement you have just made ? 

Mr. Rusk. Yes, sir. 

There are two important points of departure for considerating the 
present situation in the Far East. I shall not elaborate on those in 
detail because the committee is fully familiar with them. 


PROBLEMS FACING THE NEW NATIONS OF ASIA 


It is important to keep in mind that there has arisen in the Far East 

family of new and independent nations, nations which have reached 
a high pitch of national consciousness, who want to be free from 
foreign control of any sort, who desire to remove the last vestige of 
colonialism in that area and who expect to take their place in the 
family of nations as full, free, equal, and independent members of the 
United Nations. 

We see in these new independent nations a widespread demand 
among the peoples concerned for social and economic improvement 
because they have attributed to the institutions which they are now in 
the process of throwing off the responsibility for the poverty and mis 
ery which have afficted their daily lives. 

They are expecting in this period of change to find some change it 
the economic and social structure of their countries. 

You will find also that these new independent nations ae insti- 
tutional weaknesses, which are diflicult to exaggerate. ‘The imstitu- 
tional structures by which they were governed and by which their af 
fairs were handled in the past have largely been discarded and new 
institutional structures have not vet arisen to take their place. 

So we find these nations, many of them great nations with large pop 
ulations, with potentially great productive capacity and great natural 
wealth, without the essential institutional structures which are neces 


‘sary to take care of their own affairs. 


I am thinking of the elements of government. A tax structure, a 
police structure, a public-health structure; I am thinking of their so 
cial institutions, such as their educational structures. 

All those need building from the ground up. Although it varies 
from country to country, there is a fundamental job, a long-standing 
continuous job, which will extend over a generation at least in help- 
ing them to build the institutional strer eth which they will need. 
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Even without a Communist threat, Mr. Chairman, it seems to us 
that we shall have to be deeply interested in the strength and the sta- 
bility of these nations and we would want to seek to bind them to us 
in ties of friendship in whatever way we could, and in a more prac- 
tical sense to serve our own mutual advantage by developing a lively 
exchange of goods and services with them. 

It is important for us to bear in mind that these new nations are in 
their formative years; formative vears in which their daily lives are 
filled with tension and unceriainty: years in which they are making 
basic choices about the direction of their future policy and their future 
action, 

Senator Carn. Mr. Chairman, would it be permissible for the Sec- 
retary to name these new nations as he goes along ¢ 

Mr. Rusk. Lam thinking particularly, apart from the nations which 
Mr. McGhee will cover under South Asia, of such nations as Burma, 
Indonesia, the Associated States of Indochina, the Philippines, and 
Korea 

The two countries which have existed as independent countries for 
a considerable period are Japan and Thailand and they continue, of 
course, as independent countries. 

Senator Green. You omit Pakistan ?/ 

Mr. Rusk. I did not intend to. That was one of the South Asian 
countries Mr. McGhee will cover. Pakistan, India, Ceylon, and Nepal 
are new countries and will be included in the same category. 

During these formative years it is ‘also true that these new nations 
ure forming what may be lasting impressions about their relations 
with the United States and their estimate of our attitude toward them. 


It is important that in these opening vears of their new nationhood 
that we establish our relations with them on as firm and as friendly 
a basis as possible. 


COMMUNIST AGGRESSION IN FAR EAST 


The second fundamental factor is that of Communist aggression. 
Again the committee is fully aware of the nature and the virulentness 
of that aggression in the Far East. It is an aggression conducted by 
all means and all methods, all the way from propaganda to all-out 
military action in the case of Korea. It is directed in one form or 
another against each country covered under title II], to a greater or 
lesser extent. 

This type of aggression attempts to exploit the institutional weak- 
ness of the countries against whom action is being taken. 

As we consider the means by which the Communists are attempting 
to exploit weakness, it might be well to recall that the material odds 
in a situation of this sort are in favor of those who are seeking to tear 
down and the material odds are very heavily weighted against those 
who are trying to build up. 

It is comparatively easy to organize riots in Indonesia, to organize 
subversion in the trade-unions, to organize opposition to anything that 
looks like colonialism in Indochina, to organize disorder in the Philip- 
pines. It is extremely difficult on the basis of the foundations which 
now exist in these areas to organize stable, effective, operating com- 
munities able to take care of the needs of the people concerned. 

The Communist aggression is attempting to exploit the nationalist 
feelings of these countries. They are attempting to clothe themselves 
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with the flags of nationalism despite the fact that behind the Com- 
munist conspiracy is an attempt to impose upon these peoples of 
Asia a type of exploitation and a type of alien rule which goes far 
beyond anything they have known before. 

They are attempting to exploit poverty and they are attempting to 
win adherence and gain strength by making promises of pie in the sky 
in order to extend their political control. 

If it were possible to wait until these promises could be proved 
futile, it might be possible to disregard that attempt to exploit poverty, 
but the record so far has been that these miserable people are likely to 
be tempted in the short run by promises of a better day to come during 
which period the Communists may succeed in establishing the police 
controls of the terroristic state. By the time the disillusionment 
begins to set in the controls are already there and the poverty-stricken 
masses can do little about it. 

Communist absorption of additional countries in Asia would create 
vast new problems for the United States and, in fact, for the rest 
of the free world. These problems would fall in the military, eco- 
nomic, and political fields and would cut right across our entire 
foreign-policy problem. 

Seen Seon a world point of view, the great effort on the part of 
the free world these days is to produce by peaceful means, if possible, 
a shift in world power so that we can secure the kind of life which we 
aim to lead, free from the prospect of continuous Communist aggres- 
sion. 

There is a course of events now in process which, if allowed to 
develop, will bring about a peaceful change in the world-power situa- 
tion. The rearmament of this country, the consolidation and rearma- 
ment of Western Europe, the integration of Germany and Japan into 
the free-world system—those are developments which cannot help 
but make a basic difference to the position of the Soviet Union with 
respect to the rest of the world and vitally affect the security of us all. 

Now, one of the necessities for trying to bring about a shift in 
that world power has been the appearance of a vigorous Communist 
aggression in the Far East. 

If that aggression succeeds in that area, it would bring added 
strength and impetus to Communist aggression in other parts of the 
world and it would seriously affect the basic power situation upon 
which our own security depends. 

A Communist China presents us with a serious problem, but a 
Communist China, reinforced with the bread basket of southeast Asia, 
would be an even more formidable problem for us. 

Apart from the impetus and strength which the Communists would 
get from the absorption of additional countries in Asia, there would 
be on the reverse side a sapping of sources of strength, both actual and 
potential, which we need for the strength of the free world; strength 
in terms of raw-materials resources; strength in terms of strategic 
position; and strength in terms of potential manpower which might 
be developed to give us assistance in a day of real danger. 

Of course, the absorption of additional countries in Asia would 
bring about a severe dislocation of the economic patterns which are 
of the greatest importance to the strength and well-being of Western 
Europe, to us in the United States, and particularly of course to 
countries like Japan. 
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DIFFERENT PROBLEMS IN DIFFERENT COUNTRIES IN FAR EAST 


There may be a few general propositions which apply to the area 
asa Whole, but there are also important differences among the coun- 
tries in the Far East which make each a separate problem insofar as 
United States aid is concerned. 

For example, there are two countries in the area for which the 
Bureau of Far Eastern Affairs is responsible which are not proposed 
here for assistance programs at all. 

Malaya is regarded as a British responsibility, and there is no 
specific proposal put forward for assistance to Malaya, 


JAPAN 


In the case of Japan, American dollar purchases in Japan for pur- 
poses of the Korean War; the prospect of adoption of a partial pay-as- 
you-go system for the support of American forces in Japan, the 
rather remarkable economic and industrial revival of that country, 
and the establishment of increasing trade and economic relations with 
other countries of the Far and Middle East have resulted in our not 
putting forward an assistance program for Japan at this time. 

If I might make one comment off the record, Mr. Chairman. 
| Deleted. | 

Senator GREEN (acting chairman). With regard to your request 
that it be kept off the record, it is our established practice to keep the 
comp plete record and you have the opportunity of going over it after 
ward and marking out what you feel shoul | be left out. 


Mr. Rusk. Thank you, Mr. Chairman.  [Deleted.] 


KOREA 
Insofar as Korea is concerned, it is a coun try where activ nilita ivy 
operations are going on. Wee rb now report that there s as been 
any progress in the Korean peace talks. There has been no agree- 
ment thus far on any essential point which would have to go into a 
ease-fire. 

The only agreements have been procedural in character. We do ex- 
pect that the talks will be resumed despite the fact that in the past 
2 or 3 days it has been necessary to break them off in order to restore 
the propriety of the situation in Kaesong. 

However, it is important that we have in mind that there has been 
no agreement on any single point of substance which would be neces- 
sary to go into an actual cease-fire. 

The basic positions of the two sides are being presented at the 
present time and there is now no easy way to tell how those opposing 
sides can be reconciled. 

Korea is a country which has suffered great war devastation. The 
South Koreans have proved to be a tough and resilient people, non- 
Communist in conviction. It is only because of their toughness and 
resilience that they have been able to take the tremendous pounding 
which they have taken thus far, and to do as much as they have been 
able to do in their own defense. 

sut the measure of success in resisting aggression in Korea will be 
determined not only on the military side, but on the nonmilitary 
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side, because political and economic vigor will be a necessary adjunct 
to a successful military defense. 

And so it is important for us to look forward to the rebuilding 
of war devastated Korea in order that these stanch, non-Communist 
Asians can build the kind of country which they are hoping to build 
and which it has been their purpose to build over a long period of 
time. 

The question may come up as to why it is important that this author- 
ization for Korean relief and rehabilitation be made available now, 
since the continuation of military operations would leave the primary 

responsibility in the hands of our military forces. We believe it im- 
portant to clear the way for a broad, United Nations program of re- 
habilitation in order that the necessary machiney can be put in 
readiness to step in quickly at the time that the military operations 
themselves actually stop. 

We believe that apart from the element of readiness, it is apparent 
to have in mind the effect on the Koreans themselves. If they do 
not see forthcoming preparations for a substantial and effective re- 
construction program, they cannot help but be greatly discouraged as 
they face these very difficult days that are ahead in any event. 

It would be of great benefit to us in seeking contributions from other 
members of the United Nations if we could be certain about the scale of 
contributions which we would be in a position to make. 

I think it also would have an important effect on other peoples 
other countries who face the prospect of resistance, to know that re- 
sistance to aggression, if successful, will be backed up by economic 
and social reconstruction. Otherwise, the prospect of the destruction 
of Korear will be discouraging to other peoples, particularly in small- 
er countries who may be faced with the same kind of attack and thi 
same kind of problem. 

FORMOSA 


Formosa is a special problem. It, itself, is an island of very con- 
siderable strategic importance. Its strategic importance has been 
enhanced and underlined by the program of Communist aggression 
in the Far East. 

On Formosa, I suppose, is the largest remaining reserve of trained, 
non-Communist Chinese. We think it is important to preserve them 
in some sort of security. 

We believe that the problem of the military defensibility of Formosa 
is a special one becatise it has to be considered in relation to the vast 
potentiality of the adjacent mainland. It is important that the island 
be brought to as high a piteh ot defensibility as is practical in the 
present situation. 

Its economic viability is again seriously affected by the heavy mili- 
tary load which the island itself must attempt to carry in the years 
ahead. 

THE PHILIPPINES 


As we approach the Philippines, we are conscious of a special United 
States responsibility in that country of our lone, historical association. 
We are conscious of the fact that of all the countries oc ‘upied by the 
Japanese, the Philippines perhaps suffered the greatest degree ot 
war devastation and we face there a problem, and the fundamental 
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problem, that we must try to bring into being the great potentialities 
of that country which are adequate for its stability and for its well- 
being over a period of time. 

The promise of that country is great, and the problem is to make 
that promise a fact. 

Senator McManon. How much money is for Formosa ‘ 

(Deleted. ) 

Senator Witry. Formosa, did you say ¢ 

Mr. Rusk. Yes, sir. 

Senator Smiru of New Jersey. Will that include the rural rehabili 
tation program / 

Mr. Rusk. Yes, sir. 


FORMOSA’S GOLD AND DOLLAR RESERVES 


Senator McManon. Senator Brewster made the point yesterday 
that in Saudi Arabia they had plenty of money and maybe they ought 
to put up some of their own. 

Mr. Rusk. Well, the information we have, Senator, on the Formosa 
situation is that they do not have the foreign exchange available to 
them at the present time to meet this kind of a requirement. 

Senator McManon. Who does not have it ? 

Mr. Rusk. That the National Government does not have it. 

Senator Lopcr, Are they putting in anything ¢ 

Mr. Rusk. They are putting up very little of their dollar require 
ments. They have very little dollar resources. They do have a heavy 
internal tax burden to raise and carry, which is for local expenses. 

May I ask Mr. Griffin to comment on their present dollar position / 

Senator GREEN (acting chairman). Yes. Were they not supposed 
to take with them, the Nationalist Government, some 450 million 
American dollars ? 

Mr. Grirvix. They had our estimates over $200 million in gold and 
dollars that was moved to Formosa. That money is gone. They now 
have $33 million worth of gold, of which more than half is required 
as a minimum reserve for the Bank of Taiwan and that exhausts what 
they have in the way of reserves. They spend their full foreign-ex- 
change earnings now, we believe, pretty much under our guidance and 
direction. 

The ir forelgn- eXc he ange earn Ings are de or ive «| c ‘hietly from the sale ot 
sugar and it happens that this last year, due to various errors of judg 
ment that were made in the handling of the sugar crop. they derived 
only $35 million in revenues from it instead of the $55 million that we 
had expected. 

Senator McMation. Was that due to errors in judgment ? 

Mr. Grirrix. I believe so; yes. It was probably in the payments 
for the cane to the farmers whic ‘h resulted in many farmers putting 
what was adaptable to rice into rice. Their rice surplus, I believe, was 
about 100,000 tons, which was capable of producing some revenue but 
a substantial part was held as a reserve, I believe. for that one vear. 

The Vv also have some foreign exchange derived from the sales of 
smaller odds and ends in the production of the economy, such as tea, 
salf, some coal, some copper, some bananas, and other fruit. which vO 
to Japan, and various small items. 
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However, I think we can assert with some confidence now that in 
the planning of the foreign-exchange expenditures for Formosa both 
their own foreign- exchange earnings, as well as United States aid, 
the expe anditures are cuided by our technical mission there. 

The economic staff of the mission is being considerably increased 
for that purpose, and also for assisting the Chinese in guiding the local 
budget into the most realistic channels possible under the strains that 
are put upon that Government and upon that island by a large mili- 
tary establishment and by the superstructure of the Nationalist Gov- 
ernment as well, 

Senator GREEN (acting chairman). I assume these figures have been 
reported to you by the Government there. Have they been checked 4 

Mr. Grirrin. Yes, sir; and very carefully checked. The chief of 
our mission in Formosa is here today and if the committee desires, he 
will be very glad to give testimony on his work there. 

Senator Green (acting chairman). Lam afraid we have interrupted 
the orderly presentation of Mr. Rusk. 


SITUATION IN INDOCHINA 


Mr. Rusk. In the case of Indochina, there again is an area of active 
military operations in a region which is the key to the security of 
southeast Asia itself. 

The loss of the province of Tonkin, where active operations are now 
going on for the most part, would make it extremely difficult to retain 
the remainder of Indochina. The loss of Indochina would make it 
extremely difficult to retain Burma and Siam in the free-world system. 


It is unfortunate that we have a combination of problems in Indo- 
china which make it an extremely complicated situation. 

Just as we were in the process of seeing a solution to the problem 
of colonialism, we were confronted with the problem of Communist 
aggression, so that the currents there cut across each other. Those 
who are determined to resist Communist aggression are also deter- 
mined to see a solution of the colonialism problem, and yet those who 
want to bring about an end to the colonial experience in that country 
realize for the most part that it must not be done under conditions 
which would simply turn the country over the Communist control. 

Cherefore, the attempt to work out an adjustment there between the 
French on the one side, the non-Communist Nationalists on the other, 
and the very active Communist opposition as a third part to the prob 
lem, gives us a very great many difliculties. 

Senator Loner. Mr. Secret: ry. have the French not given the Indo- 
chinese what amounts to their independence now / 

Mr. Rusk. We believe the French have passed the point of no re- 
turn in solving this colonial issue. We believe they, themselves, have 
made up their minds that the Associated States of Indochina will be 
independent. 

We believe that they recognize that their relations with Indochina 
must in the future be based upon consent. 

On the other hand, it is quite fair to say that there are a great many 
people in Indochina who do not believe that is the case and who are 
suspic ious of French long-range intentions and that fi ctor has made 
it difficult for the non-Communist Nationalists to receive the kind 
of support which they are entitled to receive in this present situation. 
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Senator Loner. Regardless of what people may believe is the fact, 
is It not that this is no longer a colonial war é 

Mr. Rusk. I think that it is one thing to say that this is not a 
colonial war because the governments concerned have made the neces- 
sary decisions to settle that problem. 

it is another thing to say that the people who are fighting in this war 
think it is not a colonial war. 

Senator Loper. I am asking what the fact is and not what the 
people think. 

Mr. Rusk. I do not believe the armed struggle in Indochina is, on 
any realistic basis, about whether or not it will remain a colonial 
power. The issue is whether the associated states will be allowed to 
develop their independence along constitutional lines or whether the 
country will be taken over by Communist conspiracy. 

Snator Green. Is there any indication of their yielding as far as 
the Dutch did in Indonesia ¢ 

Mr. Rusk. I think, Senator, that they are going as far in a different 
way and at a different pace, but I believe that the result insofar as 
the independent action of the local people and the local governments 
are concerned will be approximately the same. 

One of the problems always is, of course, just as it is to some extent 
in Indonesia, that the French in Indochina and the Dutch in Indonesia 

ave among them some people who lived in those countries during the 
colonial period and who have not fully accepted the new situation, 
That itself tends to raise misgivings and doubts on the part of many 
of the local people. 

Senator Green. In one case the natives felt they had won their 
independence and celebrated it and other claimed they did not have it. 

Mr. Rusk. I do not believe that if the issue of Communist aggres- 
sion can be effectively disposed of there will be continued violence 
n crew na over the problem of colonialism. I think that is not 
now the key part of the problem. 

at the case of Indonesia and Burma, the proposals which are put 
before the committee have to do primarily with technical and economic 
issistance to help these countries develop their own resources and 
their own capabilities and are not large in extent. 


RELATIONSHIP OF PROGRAMS TO FAR EASTERN POLICY 


Mr. Chairman, it would be appropriate to ask how these military 
and economic assistance programs relate to other policy action in 
the Far East. 

In a vacuum it would not be possible to be sure that they were 
moving us in the direction in which we would want to go. We believe 
that there has been a substantial agreement on important elements 
of the far-eastern policy some of which has perhaps been overlooked 
n some of our current controversies. 

Apart from world-wide policy considerations with which the com- 
mittee is familiar, there are special applications of policy to the Far 
East which it might be worth mentioning at this time. 

Phe increase of United States strength and application of more of 
that strength to our Pacific flank is a part of our far-eastern policy. 

The security arrangements which we now have in prospect are a 
part of that policy: 
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The conclusion of a Japanese peace treaty of reconciliation which 
would bind the Japanese to us in ties of friendship in the post-treaty 
veriod., 

The establishment of a United States-Japan security arrangement. 

The clear recognition of the complete nature of a United States- 
Philippine security commitment. 

The prospect of a United States-Australian-New Zealand security 
arrangement. 

The foregoing are part of that attempt to bolster our security ar- 
rangements in the Pacific. 

These arrangements I have just mentioned are themselves in the 
nature of initial steps. We believe it is important for us to continue 
to give sympathy and encouragement to broader security arrange- 
ments in the Pacific provided such arrangements come about on the 
initiative of the countries in the Pacific and as a matter of their own 
recognition of their mutual interests in drawing closer together for 
their own protection, 

Thus far there have been substantial obstacles in the development 
of any sense of community in the Pacifie similar to that which has 
deve lope “din the Atlantic. It nevertheless seems to us that we should 
continue to encourage the various countries in that area to draw closer 
together with « ach other in terms of mutual assistance in case of 
trouble. : 

The policy of opposition to aggression in Korea has been a widely 
agreed element in that far-eastern policy. 

Insofar as China policy is concerned, there is a clear-cut pattern 
including the continued recognition of and assistance to the Nation 
alist Government : 

The nonrecognition of Peiping: 

‘The opposition to the seating of Peiping in the United Nations: and 

A public insistence that questions of Formosa be settled by peaceful 
means and that we would oppose an attempt by hostile powers to 
exploit that island against us by military means. 

These again are matters of generally agreed policy in that part of 
the world. 

Insofar as China is concerned, the success of that policy is directly 
related to other nations’ judgments as to our ability to carry it out. 
If we are to get support from other nations in that part of the world 
for sucha police vy. it must be on the basis of a good deal of confidence 
on their part that we are actively in the area, that we will give aid and 
assistance to those who will join with us in this program, and that 
there is a good chance that it can be carried out successfully. 

There will be few of these countries who will want to tie themselves 
toa poliey which the % might predict might not be successful. 

The Ciuiamman. May I interrupt you 


AMERICAN INTERESTS IN) ASIA 


Do | understand your policy and the policy of those people whom 
vou represent is that we have to intervene with all these policies in 
all the countries in Asia and we have to give them supplies and support 
them and so forth? Is that your policy ¢ 


STBH0—51 
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Mr. Rusk. I do not think we intervene in the full sense of the word, 
Mr. Chairman. I do not think we can help but be directly interested 
in quarrels that spring up between countries in Asia and to that extent 
we would be interested in trying to get them to work out their own 
difficulties. 

The Cuarrman. We would be glad if they would work it all out. 
I do not subscribe to the doctrine that we are obligated in any sense 
whatever to intervene in these quarrels between these countries in 
Asia, unless they affect directly the interests of the United States. 

You folks do not realize that our back is going to break after while. 
The Government cannot just go on pouring out money to all these 
folks and giving them armies “and giving them supplies and giving 
them bounties. We cannot do it. 

I have not heard you mention a country that you are not in favor 
of going in and doing something. 

Mr. Rusk. While you were out, sir, I did mention that in the case 
of Malaya and Japan we were not proposing assistance there. 

Mr. Cuarman. We are already in Japan. That is a different 
proposition. We do not have to decide that. We are already in there. 
Malaya seems to be doing pretty well. 

Mr. Rusk. Senator, your comment raises two questions: Why do 
we not do less than we are proposing to do, and why do we not do 
more than we propose to do. 

The CuarrMan. Are you for more / 

Mr. Rusk. I am for doing the things we propose to do under title 
III of this bill which is somewhat more than we were doing in the 
last 2 or 3 years in that part of the world. 

I do not believe we can do substantially less than we are proposing 
to do under this bill because, in the first place, there axe specific tasks 
in certain of these countries which determine what the minimum 
effort is that we should make. 

For example, in Korea there is a specific rehabilitation effort that 
must be accomplished. 

In the case of Formosa there is a very important and difficult secur- 
ity problem which must be taken care of which will require both mili- 
tary and economic assistance. 


INDOCHINESE SITUATION 


In the case of Indochina, if that country is to be defended against 
military aggression—part of it generated inside the country and part 
of it supported from outside across the China border—a program of 
military and economic assistance of about the scope we have in mind 
would give them a fair chance to carry out that job. 

The Cuatraan. Now Indochina belongs to France, does it not ? 

Mr. Rusk. The associated states are members of the French Union. 

The Cuarrman. The French are over there and have an army and 
all that ? 

Mr. Rusk. Yes, sir. 

The Cuarrman. You want us to step in and take sides with the 
French ? 

Mr. Rusk. We do not in any sense, Mr. Chairman, want to substi- 
tute our own effort for the efforts of the French. The French are 


themselves carrying considerably more than 60 percent of the military 
budget of Indochina. 
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The Cuarrman. That is all right, it is their country, is it not? It 
is not ours. 

Mr. Rusk. It is a country in which they have definite responsi- 
bilities. 

The CHarrMan. It is not our country to be sure. 

Mr. Rusk. That is right. 

We do believe that -: amount of assistance which we have given 
them thus far has had a great deal to do with the fact that that 
country is not now C camel. 

The Cuamman. How do you know it is not Communist 

They are still in there fighting. 

Mr. Rusk. There is plenty of communism in Indochina, sir, of 
course, but the country is not under the control of a Communist police 
state, nor are the Communists in Indochina in a position to carry 
on this wave of aggression into other areas of southeast Asia and 
direct it against the Indonesians and the Philippines in such a way 
as they might if Ho Chi Minh were successful. There is a hard 
core of free- world opposition to communism there in Indochina which 
we think is very important to maintain there. We believe that both 
as to amount and as to timing that the military and economic assist- 
ance which we have been able to produce thus far has had a great 
deal to do with the fact that Indochina is not now Communist. 

The Cuarrman. Is that hard core you are talking about fighting 
or are they sitting up at home? 

Mr. Rusk. No; they are fighting; the French forces plus Viet Nam 
forces. 

The CHatrman. I am not talking about the French forces. 

You say there are a mass of people in Indochina who are not 
Communists and soon. What are they doing? Are they fighting or 
are they just talking? 

Mr. Rusk. There are considerable numbers of Vietnamese who are 
fighting in conjunction with the French forces. 

There are more fence sitters in Indochina than we would like to 
see. They are sitting on the fence because they are still worried about 
the colonial problem which the Senators across the table have men- 
tioned. 

Some of them are sitting on the fence because they want to make 
sure who is going to win “before they make their choice and some 
of them are still sitting on the fence because the local governments 
of the associated states have been unable to organize them effectively 
into military units so that they would get the full effect of their 
fighting. 

One of the most important developments in that country in pros- 
pect over the course of the next few months is the development of a 
national army of Viet Nam which would bring into the non-Commu- 
nist side increasing numbers of trained men who can make the differ- 
ence in the military situation. 

Senator Brewster. You spoke of their having aid from across the 
border. I presume that means from Communist China é 

Mr. Rusk. Yes. 

Senator Brewster. Has any complaint been filed against the gov- 
ernment of Communist China for that action ? 

Mr. Rusk. None has been filed in the United Nations; no, sir. 
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Senator Brewster. If it were determined that they were a. 
ing that aggression on an innocent country, would that not be the 
most effective block against their admission into the United Nations? 

Mr. Rusk. I think that would have a considerable influence on 
many members of the United Nations. IT doubt very much, Senator, 
that that would have much effect as such on the non-European mem- 
bers because of the complications ot that colonial issue there in 
Indochina, | Deleted. | 

Senator Brewster. There are others besides the French who are 
vitally concerned. The French told us that was costing them S850 
million a year, which is the reason why they cannot do more for 
themselves in France. , 


It seems to me that we have, therefore, a @reat interest in policy. 


NATION ALIST UN COMPLAINT AGAINST U. S. S. R. 


What has happened with the Chinese Nationalists’ complaint 
against the Soviet Union aggression Is there any statement that 
they were the indispe ‘nsable element to the coming about of a tot: ally 
Societ-controlled China / 

Mr. Rusk. I do not know whether you would get agreement in the 
United Nations that they were an indispensable element, but they 
were an important element. 

Senator Brewster. What happened to the complaint filed there? 

Mr. Rusk. That is still on the agenda. 

Senator Brewster. Why is it not being pushed by our country ! 

Mr. Rusk. I think, sir, that the eee to organize the United 
Nations in their resistance to Communist aggression, particularly in 
the Far East. is being pressed about as hi Rog as the traffic will bear, 
at the present time. You are asking them to do a great many things 
there in terms of trade, in terms of assistance to Iorea, in terms of 
support of a vigorous policy in connection with Korea. 

I think you would find considerable resistance and reluctance on 
the part of many members of the United Nations to inject some of 
these somewhat more nebulous issues into it, issues which would be 
more difficult to prove, 

Senator Brewsrer. Secretary Acheson said there was no doubt 
about that assistance. If that should be a finding of the United 
Nations. that would settle the admission of Communist China. 

It is very difficult for me to understand why that has been left 
dormant and pigeonholed for 2 years, now. 

Mr. Rusk. The fact that the Chinese were involved with Korean 
aggresion did not operate quite as automatically as that, sir. It has 
taken continuous effort despite the Korean affair, to bee ‘ Commu- 
nist China out of the United Nations. 

We believe that will be successful for the time being, but I do not 
believe all members of the United Nations would take it for granted 
that because aid was going across the South China border, that there- 
fore Peiping loses any claim it might have to a seat in the United 
Nations. 

Senator Brewster. Is it not a question of vhether we have some 
kind of international law and order or whether we do not? We could 
certainly have a judicial or a peaceful determination of it. which does 
not involve aggression, fighting, or anything else. 





ssist- 
» the 
ons 4 
e on 
ator, 
nem- 
‘e in 


laint 
that 
tally 


n the 
they 


ere ? 


itry / 
nited 
ly in 
bear, 
hings 
ns of 


‘eon 
ne of 


ld be 


loubt 
nited 


left 


orean 
t has 
nmu- 


oO not 
anted 
here- 
nited 


some 
could 
} does 


MUTUAL SECURITY ACT OF 1951 543 


Mr. Rusk. I do not believe, Senator, there is nece sssarily an issue 
between us on this. There may come a point where it is necessary 
to put the Indochina case into the United Nations on the basis of 
Chinese aggression. I think the timing of that and the nature of the 
proof that you would need before you go in there, and what action 
the rest of us are prepared to take if we do take it to the United 
Nations, would be very important. 

The first question we would have to answer if we went into the 
United Nations over Indochina is what we would be prepared to do in 
such a situation, and that is something that would require a great deal 
of thought. 

Senator Brewster. Not for a judicial determination of aggression. 
After that is determined, what would you contribute is the next ques- 
tion? This is the same as all the problems that wrecked the League 
of Nations, like Ethiopia. 

Mr. Rusk. I think in logic that is correct, but as a practical matter 
the attitude of many delegates to the United Nations on the original 
judicial point would be determined on what they thought the conse- 
quences of their vote would be, and who would be willing to do what 
about it. 

Senator Brewster. They voted to go into Korea, but they did not 
support it. | Deleted. | 


UNITED STATES INTERESTS IN SOUTHEAST ASIA 


Mr. Rusk. One of the reasons why we should not I believe attempt 
to do less than we are proposing under this bill is that the smaller 
economic programs in Indonesia, Burma, and Thailand are minimum 
programs required to demonstrate an American interest in that area, 
and to stimulate action in those countries to use their own resources 
most effectively. 

We believe it Important that there be that demonstration of United 
States interest. As I mentioned a moment ago, there are a great many 
fence-sitters in that part of the world and the ‘Vv are trying to answer 
two questions: Which broad course of action shall they choose to 
follow, shall it be generally speaking that supported by the United 
Nations and the United States, the course of action outlined in the 
Charter of the United Nations; or do they take the course of action 
which is being thrown at them by the Communists ¢ 

This is an active question before many of those people. 

Another one which is equally important is: Who will win this 
present struggle between communism and the free world 4 

We believe it very important that we demonstrate by aid pro- 
grams—even minimum though they may be in the case of certain 
countries—an interest in what happens in that part of the world. We 
do not appear to want to lose Asia by default by not showing interest 
in what happens to them in the months and years to come. 

The other question is why we should not try to do more than we 
have done in this bill. 

The President’s message indicated it would be possible to expend 
larger sums to good effect in many of these areas, and there is the 
question of why such a large proportion of the proposed program 
goes into the European program rather than into the Far East. 
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BASIC AIMS OF UNITED STATES ASIATIC PROGRAMS 


Our basic aim is not to give aid to these countries, but to help these 
countries put themselves as quickly as possible into a position where 
they require no aid. 

We do not believe that we can attempt to meet the vast consumer 
requirements of Asia on a grant basis from the outside, and we cer- 
tainly cannot attempt to meet them from United States production. 

Therefore, our principal target is to assist them in increasing their 
own production by assistance in removing bottlenecks and in increas- 
ing their own capacity to meet their own needs. 

There is no question but that they have limited capacity to meet 
their own needs and to use aid effectively in many of these countries in 
the Far East. 

The institutional weakness which I mentioned earlier is a very 
serious limiting factor. The absence of an effective tax structure, for 
example, makes it extremely difficult to provide much economic assist- 
ance beyond certain key items which are almost basic in character. 

The absence of technical training on the part of civilian workers 
and management is a limiting factor. The absence of military train- 
ing, particularly on the part of leadership, imposes limits on the 
amount of military assistance that can be given. 

The capacity of the economy itself to support a military establish- 
ment on a continuing basis limits the amount of military assistance 
that could be given effectively. 

Our ability to recruit the people necessary to work with aid pro- 
grams in the Far East is a serious limitation. There are not a great 
many Americans who are trained for work in the Far East who are 
willing to work in the Far East under the conditions which exist in 
that part of the world. 

Our own ability to give military aid is limited. Our ability to pro- 
vide the actual hard goods in competition with other very serious 
and heavy demands is a limiting factor. 

There are, of course, others who have responsibilities in the area, 
and we should like to urge upon them that they continue to carry as 
heavy responsibilities as possible. 

The United Kingdom in Malaya, for example. The French in 
Indochina. The Dutch still have some substantial responsibilities in 
Indonesia. 

We do not wish in any sense to substitute ourselves for those other 
countries in carrying such responsibilities, and more particularly we 
do not wish to undertake the responsibilities which belong to the 
far-eastern countries themselves. 

There are other sources of aid which should be used, if possible. 
Private capital and loans; the UN technical-assistance programs 
through the specialized agencies; and such plans developed by other 
nations, such as the Colombo plan, offer opportunities to others to 
help carry the burden which we think must be carried and which we 
would like to share as much as possible. 

The very fact that the emphasis on this program is upon security 
also imposes some limit upon the amount that we should apply, 
because much of our activity, almost all of it, is in direct support of 
improving the security of this area. Security is not obtained merely 
by military effort; nevertheless, the fact that the security problem 
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does have high priority does put into second priority and point 
of emphasis matters which can be dispensed with for the time being. 

Mr. Chairman, these are some of the general considerations which 
have borne upon the way in which these programs have been put 
together. We believe that on balance, the proposals which are being 
made are of the right size for the countries involved, and in order 
that we might get into specific programs for these countries, I would 
suggest that the committee might wish to hear from General Malony, 
from the Defense Department, on the military programs, and Mr. 
Allen Griffin of ECA on the economic programs. 

Senator Sarronsrant. Mr. Chairman, may I ask Mr. Rusk two 
technical questions at this time ? 

The CuarrMan. You may. 

Senator Savronstauy. At page 9 of the bill, Mr. Rusk, why do 
you eliminate ECA, and leave it up to the President to direct what 
agencies of Government or what department shall carry on this aid 
in the future ? 

My second question is, as I read section 301, you have $50 million 
to be used in subsection (a) of 303. Then you appropriate $112,- 
500,000 in 303 (a). Is the $50 million included in the $112,500,000 4 
I do not think that is clear. 

In subsection (d) on page 9, are those unencumbered balances in- 
cluded in the $112,500,000, or not ? 

Those are two questions. 

Mr. Rusk. On the first question, sir, I believe you were referring 
to subection (e) on page 9? 

Senator Savronstautt. Yes, sir. Why do you take it out of the 
ECA ? 

( Delete.) 

Mr. Rusk. May I give you an answer on that later? I am not 
familiar with that particular subsection. 

(The information requested will be included in the record at this 
point :) 

The provisions of section 38 of the Far Eastern Economie Assistance Act 
of 1950 referred to in section 303 (a) on page 9 of the Senate bill deal exclusively 
with the responsibility given to the Administrator for Economic Cooperation 
to furnish assistance to the Republic of Korea. As a result of the outbreak 
of hostilities in Korea last year it was determined that the ECA could not, 
as a civilian agency, continue to carry out this responsibility. This subsec- 
tion authorizes the President to relieve him of such duties and to give them 
to an appropriate agency of the Government. The present intention is to permit 
the Department of Defense to carry on this responsibility, as necessary, through 
the unified command in Korea. This provision does not refer to any other 
country or area in the Far East outside of Korea. The ECA discontinued actual 
operations in Korea on June 30, 1951. 


Senator SartonsTaLL. On page 7, line 5, I wondered whether the 
$50 million there, appropriated to be used in subsection (a), was or 
was not included in the $112,500,000 mentioned in subsection (a) of 
section 303, page 8, line 6. 

Mr. Rusk. The $50 million is not included, sir. 

(The following information was furnished later :) 


The reference to $50 million in section 301 of the proposed Senate bill refers 
back to the provisions of section 3038 of the original Mutual Defense Assistance 
Act of 1949. This particular action permitted the President to make expendi- 
tures under the original appropriation of $75 million for the general area of 
China without a detailed accounting of the purposes of the expenditures. The 
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President was authorized merely to certify as to the amount spent under this 
provision and that it was inadvisable to specify the nature of the expenditures 
By that provision this certification was deemed to be a sufficient voucher for 
the amounts spent. 

In referring to it in the proposed new bill it is merely intended to permit 
$50 million out of the total military program of $555 million for 1952 to be 
similarly spent on the certification of the President. This is an extremely im 
portant provision of the act because of the need for retaining flexibility for a 
certain part of the funds to meet any emergency which might arise in the area 

Senator SaLronsTauLL. I do not think it is clear that it is not in- 


( luded. 


UNENCUMBERED BALANCES UNDER TITLE III 


Then what do you say about subsection (d) on line 7, on page 94 
Is that included in the $112.500,000 or not ¢ 

Mr. Rusk. No, sir: that is not. 

May I consult with my assistant on this matter ¢ 

Senator Green. I would suggest that any reply to the question be 
put in the record at this point. 

Mr. Rusk. I would appreciate doing that, sir. 

(The following information was furnished later :) 

The unencumbered balances mentioned in subsection (d) on line 7 of page 
9 are not included in the $112.5 million. This refers only to the deposits of local 
currency counterpart funds resulting from the ECA operations and does not refer 
to any dollar balances. This subsection is required in the proposed bill because 
the Economic Cooperation Act, under which assistance was given to Korea by 
the ECA, provided that balances of local currency counterpart funds remaining 
when the ECA operations terminated should be disposed of in accordance with 
congressional direction (sec. 115 (b) (6) of the Economic Cooperation Act), 
This subsection is intended to provide this congressional direction and author 
izes release of these counterpart funds as agreed between the United States and 
Korea. The disposition of these funds in the final analysis will not affect or be 
affected by the UNKRA contribution inasmuch as their disposition is an integral 
part of the Republic of Korea internal budgetary situation rather than a fund 
available for expenditure by other powers. In view of the acute inflation in 
Korea the use of the fund will be related to internal stabilization policies 

Senator SALTONSTALL. It seems we should find out what those un- 
encumbered balances are because it would be in addition to the $112 
million. 

Mr. Rusk. I misunderstood the subject to which that referred. 

Senator SALTONSTALL. That is included ¢ 

Mr. Rusk. No, sir. The $112,500,000 is the new appropriation re- 
quired. That figure takes into account the fact that there is $50 mil- 
lion remaining from ECA funds already appropriated making $162,- 
D004 Mi) for Korea. 

Senator SaLronstauty. And the total | balance] is included in those 
two amounts. 

Mr. Rusk. It is, sir. 

Senator SALTONSTALL. Thank you. 

Phe CHairMan. Very well, go ahead. 

Mr. Rusk. Mr. Chairman, would the committee like to hear from 
Mr. Harry Malony of the Department of Defense on the military pro- 
gram, sir ¢ 

Senator McManon, May I ask Mr. Rusk two basic political ques- 
tions, that Tam sure the military situation does not apply to/ 

Che CHarrmMan. Proceed. 
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COMPARATIVE SOVIET AND AMERICAN EFFORTS TO WIN FREE ASIA 


Senator McManon. You made a statement that of course it was 
much easier to create disorder than it is order. which is a most obvious 
thing, and enough attention is not paid to the implications of that very 
basic proposition, 

The Soviets, it seems to me. have made all of their gains in the 
Kast, or a good part of their gains in the East as you p yhare used very 
well, through “pie in the sky” or propaganda: isn’t that true 

Mr. Rusk. Yes. 

Senator MceManon. It has cost them very little to accomplish 
great deal on that basis. 

On the other hand, it is costing us a great deal to bring about at 
least the beginnings of order in these rather primitive economies. 

Will you please tell me what policy our Government has or what 
our basic policy is that we are offering, what “pie in the sky” we are 
offering inside the Soviet territories to bring a share of discomfort 
Where they are actually existing now’ What is our basic “pie in 
the sky" ¢ 

Mr. Rusk. The trouble is the kind of “pi we are offering is not 
very cheap, because people expect us to make wood on our promise. 
They expect it of this country in a way that they seem not to expect 
it of Communist propaganda. 

I think the kind of thing we are offering these other countries is 
by and large written into the charter of the United Nations. I think it 
has in its heart the element of liberty. I think if we do not succeed 
in engaging the lovalities, and challenge the energies of these other 
peoples on the element of liberty that we will have a very long 
struggle ahead of us. 

It is going to take a long time for them to build up, on any realistic 
basis, a productive system and a set of institutions which can give 
them a real rise in their standayd of living. 

Senator McManon. Do you not agree though, that among the teem- 
ing millions of the Kast, there is less concern with ideological concepts 
of liberty than there is in more rice and more bread ¢ 

Mr. Rusk. I think, sir. that having put the finger on the idea of 
liberty and the idea of free lite and the kind of a world deseribed in 
the United Nations charter, you must go on from there to talk about 
these tangible benefits that come from that kind of system. But to 
get at that vou have to do it in both a positive and negative way. On 
the hegat ive side you have to show that the Communist promises are in 
fact empty. 

Now the basis of experience, of which there is a eood deal now in 
the Balkan countries, in the Far East and in China, continues to ham- 
mer home that these promises are empty and that the disillusionment 
does come and comes quickly under the conditions of a police state. 
You have to hold out the increase in standard of living brought about 
by the sweat of the people, and so forth. That is a difficult thing to 
get across to these people. 1 think we should in the long run be doing 
ourselves a great disservice if we held out too easy a prospect because 
that disillusionment would ultimately come to us in our effort. 

Senator McManon. Why is it so difficult to otfer complete and total 
disarmament on certain set conditions, with the proposition that the 
billions and billions we save on armament we will be glad to translate 
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into not only this assistance program but an enlarged program in their 
territory? In other words, the thing that I tried to doa year and a 
half ago and that you fellows down in the State Department knocked ? 
I tried to give them a little “pie in the sky” and did not get any en- 
couragement. 

We are now paying for it and we are going to pay more. The budget 
is going up wi up and up. 


NATURE OF FIGHTING IN INDOCHINA 


Senator Green. Do you or do your not believe that in Indochina, 
the natives, or at least a part of them, are going to continue fighting, 
communism or noncommunism, until they are satisfied that they have 
achieved their independence ? 

Mr. Rusk. I think that there will be a continual struggle in Indo- 
china. Whether it is in the way of armed conflict or not, I ‘don’t kt now, 
but there will be continually a struggle until that problem is overcome. 
I think there will be fighting for a very long time to come until there 
is a settlement of the Communist problem. 

I do not believe you can settle one out of relation to the other. 

I do not believe that the colonial issue is the elementary problem 
there in Indochina, at the present time. 

Senator Loner. Following up Senator Green’s question, is not the 
crux of the whole thing in Indochina the rapidity with which a native 
army, an effective native army, is built up? 

Mr. Rusk. That, and the extent to which the Indochinese them- 
selves, seeing that native army, will really come to believe that the 
country is theirs. 

Senator Lover. That is what I mean. You are not going to get an 
effective native army unless the natives join it, and the natives will not 
join in unless they think it is their own army. 

Mr. Rusk. When they see their own army, we think that will do a 
lot toward convincing them. 

Senator Loner. Is it not true that within a matter of a few weeks 
or months the native doctors have begun to join the native army, which 
up to recently had not been the case ? 

Mr. Rusk. In increasing numbers, but they still need more of them 
in the service. Increased numbers are coming in. 

Senator Grterre. I should like to ask two or three questions of 
Secretary Rusk, Mr. Chairman, if I may. 

The CHarrman. Proceed. 


POLICY AND PURPOSES OF TITLE III 


Senator Giuterre. Mr. Rusk, I am having some difficulty here. 
Mr. Cabot this morning said this bill was “a welding job.” I am 
having some difficulty determining how it is welded and how success- 
fully. 

In section 2 of this bill: 

The Congress declares it to be the purpose of this act to promote the foreign 
policy of the United States by authorizing military, economic, and technical 
assistance to friendly countries to strengthen the individual and collective 
defenses of the free world 

and then the same section embodies that purpose in the existing law 
—the Mutual Defense Act of 1949, the ECA of 1948 and the Act of 
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International Development—shall hereafter be deemed to include 
this purpose. 

Now title I provides that— 

In order to support the freedom of Europe through assistance which will fur- 
ther the carrying out of the plans for defense of the North Atlantic area— 

it provides $5 billion plus for military and $1 billion plus for eco- 
nomic assistance, 

Title II states that— 

In order to further the purposes of this act by continuing to provide military 
assistance to Greece, Turkey, and Iran— 

und of course Palestine, that certain expenditures are to be made 
available. 

But when you come to the area concerning which you have been 
testifying, you get entirely away from this: 

In order to carry out in the general area of China the provision of a section 
of the Mutual Defense Assistance Act of 1949, you propose certain author- 
iZations. 

Why are you getting away from the main purpose of the bill, which 
is military assistance and technical assistance, in order to make mili- 
tary aid possible in the countries we are helping ? 

Mr. Rusk. I think, sir, that the police Vv of the bill is intended to 
be the same throughout. In putting together the various titles, an 
effort was made, as I understand the construction of the bill, to rely 
on previous legislative experience and to put into title III those 
countries that had stood in some relationship to the general area of 
China, which has a special legislative history. 


I do not believe that there was intended to be any different policy 
am ation whatever in the general purposes of Titles I, IT and ITI. 


UNEXPENDED MILITARY BALANCES UNDER TITLE ITI 


Senator Giuterre. All right. If that is the purpose, now section 
301, of this title III, provides that $555 million shall be authorized to 
carry out the provisions of the Mutual Defense Act of 1949. 

That is true; is it not? 

Mr. Rusk. Yes, sir. 

Senator Guerre. And in addition, that unexpended balances shall 
be made available. 

Do you know what the amount of unexpended balances for that 
purpose is that are available? 

Mr. Rusk. No, sir. 

Senator Gitterre. You do not know that ? 

Mr. Rusk. No, sir, I do not. 

Senator Gitterre. If vou people did not know the amount of the 
unexpended balances that were available, how could you determine 
your sum of $555 million that would be necessary to carry out the 
purposes ¢ 

General Matony. I can get you those balances, and will if you 
desire. 

Senator Gitterre. Do you not think it is essential to get them? 

General Matony. I am sure they are well known. I do not have 
them with me. I am sure they were considered when the bill was 
drawn. 
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Senator Gruterre. I would hope they were. If they are well known, 
they are not well known to me and they do not seem to be well enough 
known here so that they are present at the present time. 

[ really cannot understand, if an wunexpended balance is to be added 
as available for a particular purpose, and a $555 million additional 
authorization, that in reaching your figure of $555 million, vou did 
not have some idea of what the unexpended balances were. 

General Matony. We have it very precisely. 

Senator GILLETTE, You w = have is very precisely ¢ 

General Mantony. Yes, si 

| think, however, that we are stumbling over a technicality here 
having to do with obligated moneys which have not yet been expe roe 

In other words, the money has been obligated, as it was carried i 
the prev ious approp riation acts, but paviment has not as vet been m: ie 
So that in order to keep those funds from expiring, in the time we had, 
we have to carry it over to meet bills that have already been incurred 
that have not vet been settled. 

Senator Gitterre. That is readily understandable, but it is of para 
mount importance, when we are making available sums of money of 
this magnitude, of the people’s money, that we have some idea of 
what is being done with it, and what has been done with 1 

(reneral Matony. We can get those very quickly for you, sir. 

(The information is as follows:) 

Niatus of title I]1T funds available to Defense on June 30, 1951 
Total available 
Total obligated 
Total expended 
Unobligated balance 
Unexpended balance 


S69, 229, nT 
$54, 715, O89 
160, 543, 633 
114, 514, 48s 
ot 108, GSH, 924 
wrams appt ved through June 30, 1951, for military equipment, training, packing 
: ratin ind transportation aggregated SS77.7 million, but not all of the funds 
en alloc: te d to the Department of Defense prior to that date 


The total of materials which could be provided through these prior programs 
has been taken into account in determining remaining deficiencies in equip 
ment required in the 1952 program, for forces in being and to be raised, in this 
area. These deficiency items at an estimated cost of $555 million have 


been 
programed for fiscal year 1952 on the 


assumption that materials programed in 


fiscal years 1950 and 1951 will be delivered. The continued availability of the 
nnexpended balances of 1950 and 1951 appropriations is therefore 
cou plete delivery of the programs for those years 

Expenditures of appropriated funds normally occur sometime after delivery i 


hecessary te 


ems that are immediately supplied require early expendi 
ig lead-time production may not require final payment for 


accomplished Stock it 
ture. Items from lor 
a considerable time. 


UNEXPENDED ECONOMIC BALANCES UNDER TITLE Tl 


Senator Gitterre. In addition to that, you are asking for authoriza- 
tion for SZ62500.000 for economic and technical assistance, which, 
added to the 8555 million, is SS1L7.500,000, 

In addition, me. you provide that funds are appropriated pur- 
suant to authority in this section that shall be available under the 
applicable provisions “of ECA, and from unexpended balances hereto- 
fore made available for carrying out the purposes of the China Area 
Aid Act of 1950. 

Do you know what amount is unexpended there 


Mr. Grirrin. Yes, s 
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Senator Gitterre. How much 4 

Mr. Grirrin. We have a literally unexpended amount in the vicinity 
of $130 million. 

However, that represents obligated moneys, including about S14 
million of supplies already arrived at destination and over $27 mil 
lion either en route or contracted but not yet shipped. 

Senator Gitterre. Just what do you mean by obligated moneys ¢ 

Mr. Grirrix. For instance, sir, in the last quarter of fiscal year 1951 
we secured release from the Bureau of the Budget of a caaae 
available through a 3-percent transfer from ERP, as authorized by 
Congress, to the area of China. We secured about S42 million for 
Formosa, $15 million with which to start the program in the Philip 
pines and the remainder for the other countries of south and south- 
east Asia. All of that. of course, was not expended by June 30. 

Procurement authorizations were issued for all funds available. 
The governments of those countries were notified as to the type of 
mmaterials and the amounts, and so forth, that were being secured. We 
are in that respect committed to the governments, and our program 
has become part of their planning. 

However, these are unexpended funds, and most of our unexpended 
funds are due to the last quarter commitments, 

Senator KNowLanp. Senator Gillette, I think your point is a good 
one, but if you notice, on page 3, de aling with title : Kurope, there is 
mentioned “in addition unexpended balances.” Would it not be well 
for this committee to have before us the une xpended balances in each 
of the titles that are mentioned, so that we will have the world-wide 
et ture and not just the far-eastern picture in that regard ¢ 

Senator Gitterre. I thank you, Senator Knowland. I think it is 
of ‘the utmost importance, and without making any suggestion with 
reference to you gentlemen who happen to be here, | know of my own 
experience where executive departments have done this: One executive 
department had $400,000,000 reported of prior authorization that had 
not been obligated, and they were notified by the headqu: irters here 
of that particular department to get it obligated before they went 
up before the congressional committee. 

They said, “We have nothing to obligate it for. 

They said, “You get it obligated, because we are going up and ask 
for an authorization for the coming fiscal year, and we must show that 
obligated,” so the question of obligation is important, not only as to 
the amount ob ligated but whether the ‘Vv are firm ob hg rations or whe ther 
they are just indicated obligations. 

It is important to us, and you can see why it is. 

T am not suggesting that you gentlemen have done that, but I know 
it has been done. 

(The following information was supplied to the committee :) 


UNEXPENDED BALANCES OF PRIOR YEAR APPROPRIATIONS 


1. In most of the authorizing sections of the bill there is provision for Carry 
over of unexpended balance. This provision carries over funds from previous 
uppropriations (1) not obligated as of June 380, 1951; and (2) funds obligated 
as of June 30, 1951, but not expended. This language has the same effect as 
the provisions contained in last year’s amendment to section 114 of the Eco- 
nomic Cooperation Act, which carries over “any balance [of previous 
ations] unobligated as of June 30, 1950, or subsequently released 
wom See 


appropri- 
from obliga 
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Carry-over provisions of this kind are needed because the size and nature of 
the military-assistance programs and of the grant economic aid programs for 
1952 are based on the assumption that the fiscal year 1951 programs will be 
completed, even though some of the goods and services programed are not 
actually delivered and paid for until after the end of that fiscal year. To assure 
the completion of the 1951 programs, it is necessary to carry over not only funds 
programed but unobligated as of June 30, 1951, but also funds obligated under 
procurement authorizations or procurement contracts as of June 30, 1951, which 
later become “deobligated” by cancellation of the procurement authorizations 
or the contracts. Without a carry-over provision, these funds would lapse. 

For example, the 1951 military-assistance program Calls for certain quantities 
of matériel. The program for 1952 is based on the assumption that all matériel 
programed for 1951 will be bought and delivered. But because of the long 
lead time between programing and delivery, much of matériel included in the 
1951 program will not be delivered until well after the end of fiscal year 1951; 
and some of the contracts and orders may, for one reason or another, have to 
be canceled after the turn of the fiscal year. In order to permit new orders for 
the same or substitute matériel to be let, it is necessary to continue the avail- 
ability of these “deobligated” funds during the fiscal year 1952. 

In the same way, the 1952 economic-aid programs are based on balance-of- 
payments computations and other estimates which are in turn based on the 
assumption that the 1951 programs will be completed. But procurement author- 
izations issued by the ECA obligating funds for the 1951 program may have 
to be canceled after the end of fiscal year 1951 because of shortages of particular 
goods, failure to get allocations of goods programed, or other unforeseeable 
circumstances, In order that goods in the same amount may be furnished to 
complete the 1951 program, these same funds must be reobligated and for this 
purpose must be continued available into fiscal year 1952. 

2. In section 303 (a) of the bill provision is made only for carry-over of unob- 
ligated balances of prior year obligations, rather than carry-over of unexpended 
balances as provided in other sections. The funds authorized by this section 
for fiscal year 1952 are to be used only for a contribution to the United Nations 
Korea Reconstruction Agency. 

In case any of the procurement authorizations already issued under the 1951 
direct grant aid program are canceled, the funds obligated by those procurement 
authorizations will be allowed to lapse. The carry-over provision will permit 
the unobligated balance of last year’s appropriations for Korean aid, as of June 
30, 1951, to be used as part of the contribution to UNKRA and thereby reduce 
the amount of new funds which will need to be appropriated for that purpose. 
The unobligated balance of $50 million plus the $112,500,000 requested will make 
up the total $162,500,000 United States contribution to UNKRA, 

8. In section 208 (aid to Near East and independent Africa) and in title IV 
(aid to Latin America) no earry-over provision for economic aid appears. ‘The 
1951 economic-aid programs in the Near East and Africa consisted only of the 
Palestine refugee and point 4 programs. The Latin American economic program 
consisted entirely of point 4 aid. These funds are almost fully obligated and 
the chance of deobligation for this type of program is so remote that it was felt 
unnecessary to provide carry-over. 

Estimates of unobligated and unerpended fiscal year 1951 balances, by sections, 
proposed mutual security bill 


[In millions of dollars] 


See. 101 (a) (European military) : 
Unexpended__-_ ‘ ; ‘ coats ian ; $4, 681.8 
Unobligated____~_- : . a Sisk ee 566. 4 
Obligated - 5 = den nace wanna iano 4,114.6 
Carried over by S. 1762—$315.8 million plus any of the $3,832.6 
million which may subsequently be released from obligation. 
Section 101 (b) (European economic) : 
Unexpended_- hoon r ss : : i : = , 380.9 
Unobligated____- oe . : . j 62. 9 
Obligated ‘ ‘ a aiiieale ee ae nies ; 1,518.0 
Carried over by S. 1762—$62.0 million plus any of the $1,445.0 
million which may subsequently be released from obligation. 
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Sec. 201 (Greece, Turkey, Iran military) : 
Unexpended $405. 9 
Unobligated ugassdaks ; 69. 0 


Obligated Sa a i cna,  SOeee 
Carried over by S. 1762—844.7 million plus any of the $302.1 
million which may subsequently be released from obligation. 
Secs. 202, 203, and 204 (Near East economie and technical) : 
Sees. 202, 203, and 204 do not provide for any carry-over. 
See. 301 (Asia and Pacific military) : 
Unexpended ; - saa ; aoe 420. 1 
Unobligated_______~- a ; ; , ; 124. ¢ 


RN sane a ace ode eaia Scans Faint oacico oe ae a 295. 8 
Carried over by S. 1762—$95.5 million plus any of the $191.6 
million which may subsequently be released from obligation. 
Sec. 302 (Asia and Pacific (except Korea) economic and technical) : 
Unexpended Eoiipdsts eine 
Unobligated 


DON atooce et y e jaaepeans 
Carried over by S. 1762—$0.2 million plus any of the $133.8 
million which may subsequently be released from obligation. (See 
supplementary statement attached on southeast Asia programs. ) 
See. 303 (a) (Korean rehabilitation) : 
UNSER eRGed.... ona cena ne 
TRODUEAION. ... conan can 


Obligated __ 


Carried over by S. 1762—$50.0 million unobligated balance in ad- 
dition to new funds authorized as contribuiion to UN Korean 
Reconstruction Agency. The $84.3 million represents unexpended 
balances of fiscal year 1951 funds, prior year funds not having been 
earried forward. 

Sec. 8083 (d) (Korea) : 

This section does not relate to dollar funds but to counterpart 
funds. This subsection is required because the Economie Cooper- 
ation Act, which has been made applicable to aid to Korea, provides 
that balances of local currency counterpart funds remaining when 
the ECA operations terminate shall be disposed of in accordance 
with congressional direction (sec. 115 (b) (6) of the Economie 
Cooperation Act). This subsection is intended to provide such con- 
gressional direction and authorizes release of these counterpart 
funds for purposes consistent with the UN assistance programs, in 
accordance with agreements between the United States and Korea. 

Sec. 401 and sec. 402 (Latin-American military and technical assist- 
ance) : 

Do not provide for any carry-over in S. 1762. Authority for 
carry-over exists in other legislation. 


SUPPLEMENTARY STATEMENT ON SOUTHEAST ASIA PROGRAMS? 
FiscaL YEAR 1951 


The attached tables show the situation as of June 30, 1951. 

As shown 1n table 1, $157,318,000 was obligated for program expenses in south- 
east Asia, Philippines, and Formosa. This was equal to the full amount avail- 
able for those programs. (Of this total of funds available, it should be noted that 
$71,384,000 only became available in the final quarter of the fiscal year, most 


1 Excludes south Asia programs and administration. 
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of it for Formosa and the new programs in the Philippines. Of this amount, 
$41,680,000 was made available for Formosa in the latter part of June.) 

Table 1 also shows that, as of June 30, reported program expenditures amountea 
to SZS,SS82,450, leaving unliquidated obligations in the amount of $128,435,550. 

However, as shown in table 2, the estimated total value of arrivals as of June 
30 was $43,009,380. Because of a lag in reporting a large part of expenditures 
to ECA (in particular, because 90 days or longer customarily elapse after a 
transaction occurs before ECA obtains documents from Emergency Procurement 
Service), only $28,882,450 had been officially reported as expended by that date, 
but reports of arrivals received by ECA/Washington from the field indicate that 
additional shipments to a value of $14,126,930 had actually reached their destina- 
tion. 

In addition, shipments to a value of $5,057,271 were en route and items under 
contraet but not yet shipped amounted to § 
pipeline of S27.348.515 (not reported as expenditures). Thus. goods arrived plus 
goods in the physical pipeline on June 30 amounted to $70,357,695. 

The value of commitments made but not yet contracted represented the differ- 
ence between total funds available, $157,318,000 (of which $71,384,000 was made 
available in the fourth quarter) and $70,357,695, or $86,960,305. 

The amounts included in this category of $86,960,305 represent commitments 
to the recipient governments concerned which they and ECA necessarily take 
fully into account in developing plans and programs. ECA is not in a position 
to cancel or change these commitments without agreement on the part of the 
governments concerned. Moreover, the carrying out of projects such as those 
of which ECA programs in the Far East consist, and the process of orderly ad- 
vance planning which ECA is endeavoring to help those governments to estab- 
lish, require that firm commitments such as these should not be upset at a later 
date without compelling reason. 


SOUTHEAST ASIA SUPPLEMENTARY TABLE 1 


Statement of unliquidated obligations of fiscal year 1951 program funds, as of 
July 1, 1951, by country, shown in 2 parts 


PART 1—STATEMENT OF UNLIQUIDATED OBLIGATIONS BY COUNTRY ARRIVED 
AT BY SUBTRACTING THE REPORTED EXPENDITURES FROM OBLIGATIONS 


Reported Unliquidated 


Obligations 
ligation expenditures obligations 


CGirand total ‘ 1 $157, 318, 000 2 ) $128, 435, 55 


Burma 774, 000 251, 525 522, 475 
Formosa . 92, 621, 000 24, 559, 517 . 061, 483 
In jochina 828, 000 3, 033, O75 , 794, 025 
Indonesia 7, 973, 000 200, 403 7, 772, 597 
Philippines 5, 000, 000 15, 000, 000 
Thailand aad 8, 876, 000 679, 030 8, 196, 970 


Includes $34,000 M DAP funds for Indochina and $246,000 unallocated program funds obligated under an 
ireement between ECA and the Federal Security Agency (U. 8. Public Health Service 
? Includes $158,000 against obl ion of $246,000 under agreement with U.S. Public Health Serviec 
3 Includes $88,000 again bligation of $246,000 under agreement with U.S. Public Health Service 
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Senator Smirn of New Jersey. If I may make another suggestion, 
too, yesterday I asked Mr. Horace Smith if he would give us a break- 
down in this whole bill by titles of the military, economic, and tech- 
nical aid. I think what you are asking for in nonobligated funds, or 
obligated, whichever it will be, should be shown so we have a complete 
picture, a breakdown by titles and breakdown by countries. 

That is not because we do not trust these gentlemen. I trust them 
fully. But we are going to be asked, “How do you get at these 
totals?” when we get to the floor, and unless we can say at least we 
had the figures, even if some of them are secret, we are going to be 
in a very weak position and they will be saying we gave them a 
blank check. 

(Classified information was supplied to the committee. ) 

Senator Giuuerre. I thank you, Senator Smith. 

I do not want it intimated that there is any suspicion of you gentle- 
men. We have confidence in you and we want the people we represent 
to have confidence in us. As I stated when Secretary Acheson was on 
the stand, this bill represents the expenditure of $186,000,000 to the 
people of the State of Iowa that I am here speaking for, and they are 
asking me what it is to be spent for and why, and I want to be in a 
position to answer. 

Senator Futsricur. Senator Gillette, I have a littke memorandum 
here, a committee print of the House Committee on Foreign Affairs, 
which purports to give in it the unexpended balances as of June 30, 
1951, in both the military and the economic programs, if you care 
to look at it. 

Senator Giitietrre. I will be glad to have it, but in addition to the 
sum that is obligated I would lke to know what is under firm obliga- 
tion that cannot be canceled. 

In addition, section 303 provides for the authorization of $112,- 
500,000 for Korean reconstruction, and in addition unobligated bal- 
ances for assistance to Korea under the Far Eastern Economic As- 
sistance Act. ‘There is another sum, an additional sum here, for 
Korean reconstruction, 

Then the section to which the Senator from Massachusetts referred, 
on page 9, unencumbered balances, in a special account, pursuant to 
article V in the agreement between the United States of America and 
the representative of Korea 

(See explanation, p. 557.) 

There is no way, I submit to you gentlemen, that we can intelli- 
gently act for those for whom we are trying to act here unless we 
have something more specific, more concrete, than is presented here. 

I am confused, and I can’t relieve the confusion of those for whom 
I am speaking unless I have more information than I have been able 
to get. 

GOLD AND DOLLAR RESERVES OF RECIPIENTS 


Senator Know1anp. There is one additional factor we might get 
which applies generally. The question was raised as to the gold and 
dollar reserves ‘of the Republic of China on Formosa. It seems to be 
the impression in some quarters at least that the Chinese National 
Government can completely exhaust its gold reserves and currency 
backing. That is not expected of Great Britain or France. I suggest 
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that if we are going to get the figures on what is left of the gold 
reserves, which I think are entirely proper, we get them from all the 
countries that are being aided. 

Certainly we do not expect Great Britain to exhaust the last of its 
gold in giving them aid. We never have in the past. I doubt if 
there are any of the other countries in Europe that have been asked 
to spend all of their gold reserves, and I don’t know why a different 
rule should be followed on the Republic of China. I assume they 
have to have some kind of coin or metal to back their currency, unless 
it is going to be a completely paper currency with no backing what- 
ever. 

I just think we ought to view this situation on a global basis, and 
not scuttle them and run in Asia while we are devoting all our atten- 
tion to Europe. 

(The following information was supplied to the committee :) 


Estimated gold and short-term dollar resources of countries receiving aid under 
the mutual security bill—Data as of June 30, 1951? 


[In millions of « 


Title I, Europe 


Austria : 
Belgium, Luxemburg, and Cong 
Denmark 

France and depend 


encle 
Germany (Federal Re 


publi 


rtugal and dependencis 

este 
Turkey 
United Kingdom and dependencies 5 
Yugoslavia 


Lebanon... 
Liberia 
Libya 

Saudi Arabia 
Syria 
Yemen 


Title III, Asia and Pacific 


Afghanistan 
Burma 
Ceylon 
Formosa 
India 
Indochina * 
Indonesia 
Korea (South 
Nepal 
Pakistan 
Philippines 
Thailand 


See footnote at end of table. 
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Estimated gold and short-term dollar resources of countries receiving aid under 
the mutual security bil—Data as of June 30, 1951 '’—Continued 


[In millions of dollars] 


Short-term 
dollar hold- 


ings 


tle IV, American Republics 


Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Cuba 
Dominican Republic 
Ecuador 

FE] Salvador 
Guatemala 
Hait 
Honduras 
Mexico 
Nicaragua 
Panama 
Par wUAY 
Peru 
Uruguay 


Venezuela 


W here available, data are as of June 30, 1951; otherwise the latest 
otficial short-term dollar balances are used 
Including the gold holdings of the Stabilization Fund 
Does not include gold holdings of the French Stabilization Fund and Caisse Central; only published 
data on gold holdings of the Bank of France are included 
¢ Does not include gold holdings of the Netherlands Government; only published data on gold holding 
of the Netherlands Bank are included 
Including the private dollar holdings. Canadian dollars are excluded 
6 Greece and Turkey are included in Europe 
Not availabl 
* Less than $500,006 
Indochina is included in the total for France and dependencies 


iVailable data on gold and private and 


‘rnational Statistics Division, Office of International Finance, Tre 
AMOUNTS FOR THE FAR EAST 


Senator Loner. Isn’t the amount for Indochina included in this 
$262,000,000 in line 13 on page 74 Is that the amount for the Far 
Kast in general / 

Mr. Grirrin. Yes, sir. 

Senator Lopce. Have you furnished a breakdown of that $z6z,- 
QO00.000 as between countries / 

Mr. Grirrin. Yes, sir. We sent up to the staff of this committee 
yesterday summary tables for fiscal 52 for all of the southeast Asia 
countries, and a summary table for fiscal “51 so you could use them 
for comparison. | Deleted. | 

Senator Witey. What is it spent for militarily on Formosa ¢ 

( Deleted.) 

Senator Loner. This is another calculation. 

Senator FuLBricut. Mr. Rusk, I would like to ask you one or two 
questions, 1f you are through with that, Senator Lodge. 

Senator Lover. I will be some little time trying to figure this out. 
Go ahead. 
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EFFECTIVENESS AND LIMITATIONS OF TCA PROGRAMS 


Senator Futsricur. You were saying how difficult it is, with which 
I agree, to do constructive things. However, I was rather impressed 


yesterday by the testimony of people with the technical assistance 


program, Dr. Bennett and Mr. Holmes, about how much they accom- 
plish with so little in India. Are you familiar with the program in 
India ¢ 

Mr. Rusk. No. sir: Iam not. I am somewhat familiar with the 
problem. 

Senator Futsricnr. 1 wonder if it would not be advisable for you 
to become familiar with what they have done in India as an example 
of what can be done with very little money, Their total program 
last vear, I believe, was $450,000, instead of millions, and the program 
he was concerned with, I think, was only about S70,000, They have 
ti aught over 500 Indi: ans to be Loo COUNTY agents, as I understood it. 
In the particular areas in which he was working they doubled the 
production of wheat in, 1 believe, 3 vears. 

In any case, if you would be interested in his testimony, it appeared 
that they accomplished a great deal with little except that they did 
use their heads and apparently worked with these people. Tam not 
very impressed by the proposed program under the ECA in a country 
like Iran, beause it seems to shift all the emphasis from fk it approach 
to supplying them with the latest models of our improved farm ma- 
chinery, which does not seem to me to be a very intelligent approach 
to the problem, and costs, of course, vastly more than the approach 
that the technical-assistance program hh as been following. 

Do you have any comments on that 4 

Mr. Rusk. May I comment first on the first part of your observa 
tion, Mr. Chairman. I was not in any sense intending to imply that 
a great deal of effective work cannot he done for conmiporvative ly little 
money by way of technical assistance to one country or another. What 
I was trying to say was that the necessity for building the whole insti- 
tutional structure of a country and producing the political and security 
e fect whie h we woul | like to see 1n those countrie Sisa long ana labor- 
ious job, whereas the other side, concentrating on organizing disorder 
or organizing a regular reign of terror, has a comparatively easy job 
todo. You build a bridge for $1,000,000 and they knock it down with 
u S25 bomb. It is that disparity of the odds in a material sense that 
we have to face in some of these situations. 

I have heard of the Holmes work, but not in detail, and I fully sup- 
port the proposition that a great deal can be done with comparatively 
little in one country after another, 

So far as Iran is concerned, Assistant Secretary McGhee is here 
and that is his direct responsibility, and IT would prefer to refer that 
question to him, if I may. 

Senator KNowLanp. Might I call Senator Lodge's attention to this: 

(Discussion was had off the record. ) 
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Mr. McGuer. Mr. Chairman, may I just make a comment in con- 
nection with your previous remarks ? Since the interest of the com- 
mittee was shown in this Iranian thing we would like to have the peo- 
ple who devised the Iranian program present it, and they can, I be- 
lieve, give in considerable detail the basis for the program and the 
way in which it will work out. 

Senator Fursricur. Is it fair to say the Iranian program was a 
typical program which we would use for purposes of discussion of 
your policy? 

Mr. MoGuer. I think the Iranian program is typical of a number 
of countries. I would say it is fairly comparable to the Turkish pro- 
gram, where the ECA has been in its third year. We are prepared 
at the appropriate time to go into that in detail, in view of the in- 
terest of the committee. 

Senator Futsrient. Are there any other questions of Mr. Rusk? 

Do you have anything further to offer, Mr. Rusk? 

Mr. Rusk. No, sir, except that General Malony and Mr. Griffin are 
available for the military and economic aspects of this program. 

Senator Smirn of New Jersey. I think we might hear from them. 

Senator Futsricnt. Who wishes to proceed next 2 

Mr. Rusk. General Malony. 

Senator Futsricur. Do you have a statement you wish to make? 

General Matony. If I may; yes, sir. 

Senator Futsricut. Proceed. 


MILITARY OBJECTIVES IN FAR EAST 


General BaLore. Mr. Rusk in his testimony naga referred to the 
basic reasons { r the military importance of this area of southeast 
Asia. Basic ally these are the population, the resources, and the 
geographical location of the area with respect to the communica- 
tions between the Pacific and the Indian Ocean. Our specific mili- 
tary objectives in this region, under the policies drawn, are: first, co- 
operation with the free governments of the several countries in the 
area to insure that the forces of nationalism are associated with the 
rest of the free world instead of with communism; and secondly, to 
develop sufficient military power where it is needed to maintain in- 
ternal security and to discourage Communist military aggression. 

Therefore, our general military mission in this area is no different 
from that in other areas, and is to support a policy of preventing com- 
munism from gaining the manpower and the resources, the raw ma- 
terials, and in- creating the industrial capacities essential to world 
domination. 

We do not believe that military assistance in the provision of end 
items alone or in assisting in the training of the armies of these coun- 
tries can by themselves bring about anything like a complete solution 
to the varied situations which confront the several countries. Such 
military assistance must be accompanied by political development 
and economic measures tending to restore or to preserve their respec- 
tive national economies. 

In the absence of such military assistance, however, these countries 
may meet such military reverses as to prevent the application of other 
measures, however necessary they may be. 
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DANGERS OF COMMUNISM IN FAR EAST 


It has already been brought out that with the exception of a few of 
these countries their governments are newly established and generally 
after a long period of militar y struggle or of military occupation ; that 
all of Asia is on the crest of a wave of nationalism which supersedes 
all their other aspirations and which cannot be reversed; and that 
Communist leadership has been successful in many cases, and Com- 
munist propaganda, too, has had some success in disguising commu- 
nism’s real threat and in convincing Asian feeling that they should 
first deal with colonialism and later with communism. 

I want to again point out that in this area only are active hostilities 
in progress now. Combat operations in Korea, Indochina, and the 
Philippines are active. In the case of Indochina, the timely arrival 
of military assistance items last December was one of the principal 
factors in the successful defense of Tonkin. 


MILITARY SITUATION IN FAR EAS] 


I believe it may be useful to the committee for me to review very 
briefly the military situations in the various countries of this area, 
and later to elaborate upon them if any such elaboration is required. 


THAILAND 


I will start with Thailand—referring to exhibit W—which has 
been the recent scene of a disturbance in which a portion of the Navy 
captured and kidnaped the Prime Minister. It has the oldest estab- 
lished government in southeast Asia. Her friendship with the United 
States is traditional; many of her influential leaders have been ode 
cated in the United States. She has furnished troops and some 
shipping and aircraft to the United Nations forces in Korea, and 
her troops have proved to be of excellent quality. 

Her stand with the rest of the free world has been stanch. The 
recent disturbance has been promptly handled by the Government 
which so far as can be seen now is stronger than it was before. 

You will notice that she has a long eastern border contiguous with 
that of Indochina, and this causes her to be very deeply concerned 
with the outcome of the war in Indochina and the success of the French 
and the associate d troops there. 


BURMA 


I will pass to Burma—referring to exhibit X. Burma is primarily 
an area of British responsibility. Great Britain maintains a military 
mission there, and one of its functions is to keep in touch with the 
Burmese military situation. The Burmese military forces have been 
engaged for the past 2 years in clearing her main communications 
lines, down the railroad and the river, which are parallel and shown 
in those blue strips, down which all the commerce moves from Manda- 
lay to Rangoon. These are her main communications arteries, and, 
of course, she must get to the point where she can move her trade 
unhampered. [ Deleted. | 

Burma has not sought United States military assistance, and 


we 
do not have any program there. 
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Senator KNowLanp. Just a moment, General. I find on the in- 
formation which they supplied the committee that it shows that there 
was delivered in MDAP material (discussion was continued off the 
record). 

Mr. Rusk. May I add one comment there ¢ 

(Discussion was continued off the record. ) 

Senator KNowLanp. We would like to get, in addition to the ma- 
terial which has already been furnished to the committee under date 
of August 2, which shows the amounts delivered to the several coun- 
tries in the Far East, delivered up to June 30, 1951, and the amount 
which was programed for the fiscal years 1950 and 1951, to get similar 
figures for program for the fiscal year 1952. 

(Classified information was furnished to committee. ) 

General Matony. I have that in part, but I haven’t it for Burma, 
because we have no program in Burma under this bill. 


INDONESIA AND MALAYA 


It has been brought out already that Indonesia is attempting LO 
stabilize its recently appointed government and to restore her in 
ternal security. We have provided her with some items of constabu- 
lary equipment on a grant basis, but otherwise we have no program 
there in this bill Indonesia is purchasing. She is On a reimbursable 
basis, and we have no items set up for grant aid. 

Senator KNOWLAND. She is well able to purchase. 

General Marony. Yes. 

The CuatrmMan. You say you have no program for Indonesia / 

General Matony. We have no program in this bill for Indonesia, 

The Cuaiman. They are perfectly capable of paying their own 
way. 

General Marony. Tha is what they are doing, sir. 

The CuatrmMan. Fine. 

General Matony. Malaya, like Burma, is primarily of British in- 
terest. and her forces have ben engaged for some time in a struggle 
to put down the activities of guerrilla units which have been sapping 
her production and threatening her internal security. The British 
have been able to meet the requireme! ts there and we have no military 
program for Malaya. 

The Cuairman. Congratulations. 

| Deleted. | 


FORMOSA 


General Matony. In Formosa at the moment the forces of Chiang 
Kai-shek are being provided with sufficient equipment to be able, in 
conjunction with the Seventh United States Fleet, to repel successfully 
an attack from the Chinese mainland. Her economy, of course, is 
being strained by the superimposition of the Nationalist forces upon 
her population. 

The mission that was given to the Seventh United States Fleet is 
to interpose in the event of a Communist Chinese attack from the 
mainland, 

In the Philippines—— 
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The CuairmMan. Wait a minute: you have got a program there, 
haven't you 4 

General Matony. Yes, sir. I am going to speak on that later, if 
Imay. Iam trying to give a thumb-nail sketch of the situations in 
these countries, and elaborate on them as you may require later 


THE PHILIPPINES 


By reason of the long United States occupation of the Philippines 
(referring to exhibit Y) and our national policy which guarantees 
their defense from external aggression, the Philippines bear a spe- 
cial military relationship to the United States. The armed forces 
of the Philippines are presently engaged in an anti-Communist war 
against the Hukbalahaps, the success of which will permit the appli- 
cation of other measures to restore and maintain her internal security. 


| Deleted. | 


INDIA AND PAKISTAN 


As to India and Pakistan, they are involved prneipally in the settle- 
ment of problems which were brought about by the Indian partition, 
The Kashmir problem remains unsettled and potentially quite dan- 
cerous. 


INDOCHINA 


Indochina has been pretty well discussed, but I would like to point 
out some of the oper ations of milit: ary wid from this country in the 
Indochinese war (referring to exhibit Z). 

Indochina has been engaged with the Communist-led Viet Minh 
since December of 1946. For the most part the fighting has been 
localized in the north, in Tonkin. At first the Viet Minh were poorly 
organized and equipped and fought a purely guerrilla war. How 
ever, they quickly sought and obtained assistance from the Chinese 
Communists in equipment, training, and military advisers. 

In October last, then, the newly trained Viet Minh, using modern 
tactical formations and modern arms, captured two of the principal 
forts along the northeast frontier which had been guarding the classic 
gateway of invasion into southeast Asia, so the road leading west into 
Thailand and Burma, and toward India, was thrown open, and this 
presented a real crisis. | Deleted. | 

The French had been forced back into the perimeter there which 
included the port. The perimeter is in white there; it may not be 
too visible from back there. But they were pushed into that perimeter 
and held there. 

M. Pleven, accompanied by a fairly large staff. came here to the 
United States in December and sought help in end items of equip- 
ment. Inthe meantime there had been established in Saigon a military 
assistance group under General Brink, and Brink immediately sought 
equipment assistance from our headquarters in Japan. He was par- 
ticularly eager to get such items as they could spare like ammunition, 
barbed wire, and napolm. 

When Delattre had replaced Carpentier the response of the French 
troops to his very energetic measures, and the confidence that he 
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established in his troops, brought up their morale to a point where 
they were inspired to greater effort. 

M. Pleven’s visit here resulted in the Departments of State and 
Defense taking every step possible to get the equipment which Pleven’s 
staff thought was of first importance for the defense of Tonkin on 
the way. ‘A lot of this was air equipment. 

On January 6, then, the Viet Minh struck in force on the north 
perimeter of Hanoi, at that area in which the catastrophic French 
defeat of October had pushed the French troops. United States ma- 
terial was beginning to arrive in quantity in January and a lot of it 
was rushed from the docks immediately to combat, and especially 
effective was the Napalm which General Brink had been able to get 
from Japan. 

The result of this attack was that the Viet Minh were repulsed 
with very heavy losses. Last April the Viet Minh attacked again, 
this time along the Dey River, and again they were repulsed. 

Senator KNowLanp. When was Pleven here / 

General Matony. In December. 

Senator KNowLanp. When did the shipments arrive? 

General Matony. In January. 

Senator KnowLanp. I just can’t help making the remark that had 
we accelerated some of our shipments to China at an earlier period, 
we might not now be in all the difficulty in which we find ourselves. 
That is not part of this stery. 

General Matony. More recently the fighting has gone back again 
to more of a guerrilla type. It is spread out from Annam southward 
to Cochin China. 

| Deleted. | 

Senator Lopcr. What are the prospects for an important and rapid 
build-up in the native army ? 


BUILD-UP OF NATIVE ARMY IN INDOCHINA 


General Matony. Of course that is of the essence. The only place 
that Lean see where recruits are forthcoming is from the native armies. 
The limitation is on the time for the formation of these armies—all 
native armies not under French leadership—there are quite a few bat- 
talions that are functioning quite well now under French leadership. 
Under native leadership, at the rate they are producing officers and 
noncommissioned officers, it would probably require an appreciable 
length of time. 

| Deleted. | 

Senator Keravuver. General, according to the press a few days ago 
they instituted a system of drafting men in Indoe Sia. 

General Matony. That is true; yes, sir. 

Senator Kerauver. What has taken place about that ? 

Genera] Mavony. That general mobilization order was issued by 
Bao Dai and it was aimed at the moment at technicians, doctors being 
one kind. They could not get enough doctors for troops that were in 
the field. I think we could construe that to be a firming up of a 
determination to fight this thing out. From that anele I think if is 
good. Also, it will make available for training a lot of men who 
haven't been available heretofore. 
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Senator Kerauver. Do the native troops fight aggressively on the 


side of Bao Dai? What is their position. 


sia of Bao Dai? What is their position / 

any other lot of troops. Some do and some don’t. The battalions 
that he used in the October fighting did very well, indeed. I think 
we can say that they are effective troops. [ Deleted. | 

Senator Kerauver. Are any of these nationalists supporting Ho Chi 
Minh? 

Mr. Rusk. Yes, sir; and there are those who rallied around him in 
1946 when the first great issue of French colonialism was presented 
to the country, and one hope is that some of these can be weaned back 
if Bao Dai’s Associated States government can make it clear that if 
they come back they will be safe and there is purpose in their coming 
back. 

That is the group in which the political struggle is now going on. 
| Deleted. | 

Senator Smiru of New Jersey. General, when you used the e xpres- 
sion “the area” just a minute ago, what did you mean by “the area, 
just this small area we are discussing ? 

General Matony. No, sir. I was talking of the whole area. 

Senator Smirn of New Jersey. Including India and Pakistan ? 

General Marony. No; the area of southeast Asia, from Burma up 
to and including Indochina. — [ Deleted. | 

Senator Kerauver. But as a program is it recommended or con- 
templated to clean up this situation, or just to enable them to hold 
their own ? 

General Matony. The program contemplates giving such aid to 


the French and the Associated States troops as will enable them to go 
ahead with the formation of the Armies of the Associated States and 
partially reequip the French troops that are engaged in action there. 


| Deleted. | 


CONSEQUENCES IF THE CHINESE COMMUNISTS HAD ATTACKED TINDOCHINA 
INSTEAD OF KOREA 


Senator KNowLanp. General, it would be fair to state, wouldn't it, 
looking at it realistically, that if on the 25th day of June 1950, the 
Chinese had devoted their attention to Indochina rather than to the 
Republic of Korea, they might very well have had most of southeast 
Asia by now, because from the defensive point of view we would not 
have been in anywhere near as good shape to resist them, and _polit- 
ically it might have been more difficult to get the kind of support 
from the United States on the Indochina situation at that time, before 
communisms’ aggressive tendencies were known, than it was to get 
public support for the Republic of Korea, in which we had had a part 
in setting it up and which was an independent republic ¢ 

General Matony. From the military side of that I should certainly 
agree. As to the political side, I don’t feel competent to express an 
opinion. 

Senator Smiru of New Jersey. Of course the UN was not in the 
Indochina picture. 

Senator KNow.anp. I say, all the way around it would have made 
a much more difficult situation for the free world had they devoted 
their attention to Indochina a year ago. 
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WISDOM OF A TERMINATION DATE FOR FARK EAST PROGRAM 


Senator SMiri of New Jersey. IL would like to ask Dean Rusk one 
question. We have discussed in these other titles the possibility of a 
termination date being contemplated in 1954. Does your program and 
this title contemplate a termination date or at least a point beyond 
which the end items and so forth would not be as much needed 
they are now ¢ 

Mr. Rusk. Senator, I should not be willing, myself, to predict a 
termination date of all activity, because we are in fact Navi ing to meet 
an enemy who is waging war out in that part of the worl E. without 
ourselves engaging in an all-out war, and much of the problem will 
turn upon what the enemy persists in doing. 

Now, if in the build-up of strength of the free world throughout the 
entire world, including ourselves and Western Europe, and if the rein 
corporation of much of Germany and Japan into the free world sys 
tem produces a world power situation which will discourage the other 
side from increasing the course of aggression, then the termination 
date of these programs will come sooner. But if communism con- 
tinues to press by every available means a course of aggression in the 
Far East, I would hope that we would stay with it until we got that 
stopped. 

Senator Smiru of New Jersey. I think you are undoubtedly right 
about that. I was wondering, in the discussion of this whole piece of 
legislation, whether we had to treat these different titles differently, 
then. Mr. Cabot suggested this morning that we might have a termi- 
nation date in cooper: ition with the operation he was particularly 
interested in. I don’t think he meant in his suggestion to have it ap ply 
to titles II and III. 

Mr. Rt sk. General M: ilony may have information on the spec ifie 
military programs with respect to certain ones of these countries which 
would have a package concept with a terminal date. Perhaps you 
would like to comment on that. 

Senator Smiru of New Jersey. My question really is. are we deal 
ing with this in the way we are de: aling with sha Western E uropean, 
where we are aiming to set up the armies there and equip those armies 
by a certain date where we will be able to ease over from that because 
they will be pretty well able to take care of themselves? Can we think 
in the same terms, General, in this Asian area to a point at which we 
will have done our equipping and they will be on their own feet 

General MAtony. | would have to answer that more or less on a 
country-by-country basis, because the situation in each country is dif- 
ferent. | Deleted. | 

What we are trying to do here is to create areas of strength on the 
mainland of Asia. Historically, when the Communists have met 
strength they have tried elsewhere where they didn’t meet it. So we 
are trying to discourage Communist aggression, which is a rather 
trite term, and I hate to use it, but it has a decided meaning. 
| Deleted. | 


Senator Smirn of New Jersey. Thank you, General. 
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POSSIBLE UN COMPLAINT ON COMMUNIST AGGRESSION IN INDOCHINA 


Senator Lopcre. Mr. Chairman, I would like to ask Mr. Rusk a ques- 
tion. What is the general likelihood of getting this Indochinese thing 
into the United Nations, if ever? 

( Deleted.) 

Mr. Rusk. If there were organized attacks across the Chinese fron- 
tier, L think the prediction would be that France and the associated 
states would take this threat to the United Nations. 

Senator Lopar. The associated states could take it in even though 
they are not members ? 

Mr. Rusk. They would be able to do that. 

Senator KNowLanp. I hope it doesn’t take the UN as long to act 
on aggression as they did when the Chinese Red troops moved across 
the Yalu River. 

Senator Loper. I think it would not be at all like the Chinese thing. 

Mr. Rusk. The fact that this is another aggression in addition to 
Korea may have another effect on the other side, and speed things up. 
| Deleted. | 

Senator Lopce. Don’t you think that French public relations have 
been extraordinarily bad insofar as acquainting the world with what 
the truth of that condition is? 

Mr. Rusk. I think, sir, that they have gone further in their policy 
toward Indochina than they have been given credit for. 

Senator Longe. They have put their worst foot forward. 


FORMOSAN PROGRAM 


Senator IK NOWLAND. I would like to ask if the General is to cover 
the situation on Formosa, as to what the program ts. 

General Manony. [will be very glad to do that. 

I think I should start by telling you how we put this program to- 
gether, sir. We sent a survey team from the headquarters of the Far 
East Command in Tokyo last August out to Formosa. They had a 
mission which was to consider the extent of military assistance re 
quired. | Deleted. | 

Senator KNowLanp. The Chase mission / 

General Manony. No. sir. The Chase mission came later. This 
was the Fox mission. If vou are familiar with it, [ will eliminate 
that. 

Senator KNow.anp. No; that isall right. I think it is important 
for our record here. 

General Manony. They were required to survey the requirements 
of the Chinese Nationalist forces. | Deleted. | 

They were well received there and they made a very complete sun 
vey of the forces, their shortages, and reduced that to items on the 
basis of a compilation of shortages, and after a screening by the 
Chase military assistance group. which was established in Formosa 
subsequent to the Fox survey, we have arrived at this program. 
This represent: the summation of the Costs, neluding the packing, 


1 


handling and transportation, of the shortawves required by the Chy 
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nese Nationalist forces with the Seventh Fleet still on an interposi- 
tion mission to hold Formosa. 

Does that cover enough of it for you, sir? 

Senator Knownanp. What about the priorities situation? A 
couple of years ago we started putting some money into the appro- 
priations bills, but when I was in Formosa in November they had 
only had one shipment that had been received up to that time. For- 
tunately some of us who were interested in Asia put money in for 
the Republic of China and the general area, otherwise there would 
have been none to take care of the emergency situation in Indochina. 
[ Deleted. ] 

General Matony. Would you like to have me complete the state- 
ment with regard to this appropriation and what its purposes are? 

Senator KNowanp. Yes, sir. 

{ Deleted. } 

Senator Winey. (acting chairman). Are there any further ques- 
tions? If not, it has been suggested that we recess now until 10:30 
tomorrow, when we will hear R. Allen Griffin, the Director of the 
Far Eastern Program, Division of ECA. We stand in recess. 

(Whereupon, at 5 p.m., a recess was taken until 10:30 a.m. of the 
following day, Wednesday, August &, 1951.) 
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MUTUAL SECURITY ACT OF 1951 
WEDNESDAY, AUGUST 8, 1951 


Unrrep STATES SENATE, 
COMMITTEE ON ForEIGN RELATIONS, 
COMMITTEE ON THE ARMED SERVICES. 
Washington, D. ¢ 


EXECUTIVE SESSION 


The committees met at 10:30 o’clock in the Foreign Relations Com- 
mittee room, United States Capitol, Senator Tom Connally, chair- 
man of the Foreign Relations Committee, presiding. 

Present from the Foreign Relations Committee: Senators Connally 
(chairman), George, McMahon, Fulbright, Gillette, Wiley, Smith 
of New Jersey, Lodge. 

Present from the Armed Services Committee: Senators Saltonstall 
and Knowland. 

Also present : Maj. Gen. Harry J. Malony, Department of Defense 
Philip M. Glick, general counsel of TCA; Dr. Henry G. Ben nett, 
Administrator, TCA; Commander B. L. E. Talman, Department of 
Defense; John A. Loftus, NEA, State Department; E. A. Bayne, 
consultant, ECA; Jonathan B. Bingham, State Department; Ambas- 
sador William D. Pawley; William Hall, State Department; Horace 
Holmes, chief agriculturalist (India), USDA-State Department; 
Marcus J. Gordon, TCA; L. A. Wheeler, NEA-State Department: 
Raymond Moyer, ECA; George C. McGhee, Assistant Secretary of 
State; John D. Hickerson, Assistant Secretary of State; R. Allen 
Griffin, Director, FEPD-ECA; John H. G. Pierson, economic ad- 
viser, FEPD-ECA; Samuel Parelman, special assistant to Assistant 
Secretary Rusk: Ben H. Brown, Jack McFall, and Horace K. Smith, 
Department of State. 

Present of Foreign Relations Committee staff: Dr. Wilsox, Dr. 
Kalijarvi, and Mr. Holt. 

Present of Armed Services staff: Gen. Verne D. Mudge. 

The Cuarrman. The committee will please come to order. 

Mr. Griffin, Director of the Far Eastern Division of the ECA will 
be the first witness. 

Where are your headquarters? 

Mr. Grirrin. In Washington, sir. 

The = AIRMAN. Do you not go to the Far East? 

Mr. Grirrtn. I go out there, yes, sir; but the headquarters are here. 

The Cuarrman. All right, Mr. Griffin. 
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STATEMENT OF R. ALLEN GRIFFIN. DIRECTOR, FAR EASTERN 
PROGRAM DIVISION, ECA 


Mr. Grirvin. There are some papers that have already been fur- 
nished to the committee, which I believe all members have. 

The CiairmMan. Let me ask you a few questions. 

How long have you been with the ECA? 

Mr. Grirrrin. Since last October, sir. 

The Cuamman. This past October, sir 

Mr. Grirrin. Yes, sir. 

The Cuarrman. And yet vou are chief of this whole eastern set-up / 

Mr. Grirrin. IT was with ECA once before in China for a year and 
was Deputy Chief of the China Mission. 

A year ago February the State Department asked me to take a mis- 
sion to southeast Asia to examine into the possibilities of an aid pro- 
gram there, which I did. Ithen went home. ECA asked me to come 
back in October and head up this division. 

The Ciaran. What is your normal occupation or profession ? 

Mr. Grirrix. I am a newspaper publisher. 

The Cuarrman. From where? 

Mr. Grirrixn. Monterey, Calif. 

The Cuairman. Very well. You may proceed. 

Mr. Grirrrix. Three sets of papers were sent up to the staff day 
before vesterday. One set was the summary tables for southeast Asia 
for fiscal year 1952. Another set was the tables for 1951 so that they 
could be used for comparison. Also a statement was sent, which 1 
trust some of the committee members may have read, covering back- 
ground of this program. 

(The tables referred to are as follows:) 


FIscaAL YEAR 1951 PROGRAM 


1/1 southeast Asian countries: Summary table Estimated dollar 


gram, bu country and major cost components 





MUTUAL SECURITY ACT OF 1951 


TABLE 1.—Formosa—Estimated dollar cost of program, by major project category 


{In thousands of dollars] 


Cost of 
Total dol- plies 
lar cost and equip 


ment 


Major project category 


1. Emergency relief 
2. Public health 
3. Agriculture, forestry, fisheries 
Transportation, power, other public 
‘ works 
up 5. Handicraft and manufacturing, mining, 
ancl other industry 
General engineering adv ISOory Services 
Education 
: Public administration 
niis- Maintenance of essential supply 4 
pro- 


fotal dollar cost of program 
‘Ome 

Experts sent to country. Cost shown represents actual dollar obliga 
1? ? Persons brought from country for training. Cost shown represents 

. lotal cost of contract with United States engineering firm 

Common-use items plus requisites for production and other ¢s 
Provides for an estimated 25 persons and covers additional service 
Provides for 50 persons 


TABLE 2.—Philippines—Estimated dollar cost of program, by major project 
category 


{In thousands of dolla 


1. Emergency relief 
2. Public health 
3. Agriculture, f 
4. Transportati 
works 
Handicraft and ma 


other industry 


General engineering MAVIsory 
Education 

Public administration 
Maintena of essential supply 


Total dollar cost of progr 


1 Experts sent to country. ¢ 

2 Persons brought from country for trai 
4 Requisites for production plus other « 
4 Provides for 69 persor 
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TABLE 3.—Indochina—LEstimated dollar cost of program by major project 
category 


{In thousands of dollar 


General engineering 
Educatior 

Public adn 
Maintenance 


tal 
Oval 


1 Experts sent to country Cost shown represet 
2 Persons brought from country for training 

Includes $34,000 M DAP funds used for salaries 
t 


nt to inaugurate health program 


‘Rk isites for production plus other essential civ 


SK 


§ Provides for 26 persons 


TABLE 4.—Burma—Estimated dollar cost of program 


{In thousands of dollar 





. Emergency relief 
2. Public health 
3. Agriculture, forestry, fisheries 
4. Transportation, power, other public 
works 
Handicraft and manufacturing, mining, 
other industry 
General engineering advisory services 
Education 
Public administration 
Maintenance of essential supply 4 


Potal dollar cost of program 


try. Cost shown represents actual dollar obligations 
Persons brought from country for training. Cost shown represents actual dollar obligations. 
‘tal cost of contract with United States engineering firm. * 
Requisites for production plus other essential civilian supplies 
5 Provides for an estimated 54 persons and covers additional services rendered under engineering contract. 
® Provides for 3 persons 


Experts sent to coun 


4 








MUTUAL SECURITY ACT OF 1951 573 


iect TaBLe 5,—Indonesia—Estimated dollar cost of program by major 
category 


project 








In thousands of dollar 
Co 
tal dol " 
Major project itegor’ pt 
ah t i i 
nees 2 wie 
1. Emergency relief 
2. Public health 2 Sr 97 
3. Agriculture, forestry, fisheri« 2 548 ; 
4. Transportation, power, ther publ 
works 
5. Handicraft and manufacturing, mining 
other industry 1, 889 1,884 
6. General engineering advisory service 700 
7. Education 
&. Public administration 
9. Maintenances essential suppl 
: lotal dollar cost of program 7,97 7 | 5 ” 
1 Exp ent tocountry. Cost shown represents actual dollar ob!) 
: een br ht from country for training. Cost shown repres« ration 
hnicians 2 Tot e cont ontract with United States engineering firm 
4 Provides for an estimated 39 persons and covers additional services rendered ur engineering contract 
3 Provie les for 6 persons, 


t TABLE 6.— Thailand—Estimated dollar cost of program by maior project cate gory 
egory 











{In nou ‘ a ’ toll 
( 
l l dnl ' 
Major project category ee oe suppl 
i COST ana jl 
mer 
rine 
1 Emergency reef 
2. Public healt! » OOS 1, 547 { { 
3. Agriculture, forestry, fisheries 2 317 2 100 27 oe 9 
5 4. Transportation, power, other public 
works... " - 3, 932 3, 818 i4 110 4 
13 5. Handicraft and manufacturing, mining, 
other industry ; 619 580 \ Peis pa 
6. General engineering advisory services 
7. Education 
8. Public administration 
9. Maintenance of essential supply 
Total dollar cost of program 8, 876 8, 054 S22 7 4 
x Is . 
1 Experts sent to country. Cost shown represents actual dollar obligatior 
2? Persons br ought from country for training. Cost shown represents actual dollar obligations 
3 Provides for 62 persons . 
4 Provides for 14 persons 


contract. 
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FISCAL YEAR 1952 ProGRam (ILLUSTRATIVE) 


All southeast Asia countries: Summary table—Estimated dollar cost of program 
by country and major cost components’? 


[In thousands of dollars] 


Cost of services 
Cost of 
Total dol- | supplies 
lar cost ind equip Technical 
of program ment Total assistance | Trainees 3 
experts 2 


Country 


Formosa. - - --- ; 90, 000 1. 794 
Philippines 35, 400 ; 900 . 450) 
Indochina- -- ; 29, 300 ¢ 130 > 250) 
Burma ‘ 14, 500 12 548 
Indonesia--.-.- 8, 000 ; 809 


Thailand. .---_- ie = | 7, 000 5, 595 . 405 


All southeast Asian countries | 184, 200 75, 5 , 676 


1 Does not include any portion of funds that may be approved for basic materials development (in title 
I of proposed Mutual Security Act 
2 Experts sent to country, Cost computed on uniform basis of $12,000 per person, allowing for average 
lapse of 3 months 
Persons brought from country for training. Cost computed on uniform basis of $5,000 per person, 
4 Includes total cost of contract with United States engineering firm 
§ Provides for an estimated 389 persons and covers additional services rendered under engineering contracts, 


6 Provides for an estimated 502 persons 
TABLE 1.—F'ormosa—Estimated dollar cost of program by major project category * 


[In thousands of dollars] 


i 


Total dol- supplies 


lar cost ind equip- 


ment 


1. Emergency relief 


Public health 1, 120 
Agriculture, forestry, fisheries 950 
lransportation, power, other public 

works , 890 
Handicraft and manufacturing, mining, 

other industry 5, 820 5, 73 90 . 
General engineering advisory services - . 800 4800 4800 
Education 50) 1) 
Public administration 180 180 120 
Maintenance of essential supply 5 17, 190 


Potal dollar cost of program * 000 5 1,794 $1,244 


Does not include any portion of funds that may be approved for basic materials development 
I of proposed Mutual Security Act 
2? Experts sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 
apse of 3 months. 
> Persons brought from country for training. Cost computed on uniform basis of $5,000 per person. 
4 Total cost of contract with United States engineering firm 
§ Common-use items plus requisites for production and other essential civilian supplies 


> 3 ¢ 
6 Provides 


for an estimated 52 persons and covers additional services rendered under engineering contract 
7 Provides for an estimated 110 persons. 
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J 


( 


TABLE 2.—Philippines—Esti rd dc r CC 00r ii are Race 
rogram . ilippine Estimated dollar cost of program by major project 


Major project category 


Emergency relief... 
Public health 
Agriculture, forestry, fisheries 


category ' 


{In thousands of dollars] 


Cost of 
Total dol- supplies 
lar cost and equip 

ment 


2, 250 


10, 050 


Transportation, power, other public 


works 
Handicraft and manufacturing, minin 
other industry 
General engineering advisory services 
Education 
Public administration 
Maintenance of essential supply 4 


62,510 


nt (in title 


Total dollar cost of program 
for average 


erson. Does not include any portion o 


of proposed Mutual Security Act 
? Experts sent to country. Cost compr 
Japse of 3 months. 


g contracts, 


Persons brought from country for trair 
utegory * 4 Requisites for production plus other essent lian supplies. 


§ Provides for an estimated 45 persons in 


eProvides for an estimated 90 persons 


3, 450 


45 


ling ost computed on uni 


addition to those for whom funds 


TABLE 3.—Indochina—Estimated dollar cost of program by major project 


Emergency relief 
Public health 
Agriculture, forestry, fis! 
Transportation, power, oLher 
works 
Handicraft and manufacturing, 
other industry 
General engineering advisory services 
Education 
ent (in title cn - 
g Laintenar 


ninistration 
i¢ 


e of essential supply ¢ 


for average rotal dollar cost of progr im 


person, 


category * 


ds of dollars 


Cost of 
supplies 
ind equip 


mer 
Trt 


1 Does not include any portion of funds that may be approved for basic 


of proposed Mutual Security Act 
ng contract 
lapse of 3 months 
’ Persons brought from country for trai: 
4 Requisites for production plus other es 
§ Provides for an estimated 65 persons. 
® Provides for an estimated 70 persons. 


il 


2 Experts sent to country. Cost computed on uniform basis of $12,000 | 


1ing. Cost computed on uniform 
sential Civilian supplies. 


v0 
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TasLe 4.—Burma—Estimated dollar cost of program by major project category? 


In thousands of dollars] 


Cost of 
Total dol- supplies 
: 
lar cost and equip- Cechnical 
ment Total assistance | Trainees 
experts 4 


1. Emergency Relief 


Public Health 3, 750 
Agriculture, Forestry, Fisheries 2, 800 
Transportation, power, other public 

works ‘ 2, 850 
Handicraft and manufacturing, mining, 

other industry 1, 200 
General ¢ ineerit idvisory services 700 
Education : 1, 400 
Public administration 
Maintenance of essential supply 


1, 800 


Total dollar cost of program 14, 500 , 95! 1, 548 


Does not include any portion of funds that may be approved for basic-materials developme 
of proposed Mutual Security Act 
? Experts sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 
lapse of 3 months. 
Persons brought from country 
rotal cost of contract with Un 


nt (in title I 


for training. Cost computed on uniform basis of $5,000 per person, 

ited States engineering firm. 

tequisites for production plus other essential civilian supplies. 

-rovides for an estimated 67 persons and covers additional services rendered under engineering contract. 
rovides for an estimated 40 persons, 


‘ 


I 
I 
I 


TABLE 5.—Indonesia—Estimated dollar cost of program by major project 
category * 


{In thousand 


Emergency relief 

Public health 

Agriculture restry, fisheries 

Transportation, power, other 
works 

Handicraft 
other industry 

General engineering 

Education 

Public admin 


Mainten ance 


Total dollar cost of program 8, 000 


Does not include any portion of t! may be approved for basic materials development (in title I 
f proposed Mutual Secur ty A 


l 1 
Experts sent to country Cost con “d ’ f n basi $12,000 per person, allowing for 


l average 


1 uniform basis of $5,000 per person 


es rendered under engineering contrac 
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tegory * TaBLE 6.—Thailand—Estimated dollar cost of program by major project 
category 


{In thousands of dollars] 


Cost of 
supplies 
ind equip- 

Inent 


Total dol- 
Major project category lar cost 


. Emergency relief 
2. Public health 
3. Agriculture, forestry, fisheries 
. Transportation, power, other public 
works a 
5. Handicraft and manufacturing, mining, 
other industry 
». General engineering advisory services 
. Education 
. Public administration 
. Maintenance of essential supply 


Total dollar cost of program 7, 000 5, 595 1, 405 41,020 385 


t (in title I Spenser - —_—— — 
| Does not include any portion of funds that may be approved for basic materials development (in title I 
for average of proposed Mutual Security Act). 
4 Experts sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 
srson, lapse of 3 months. 
* Persons brought from country for training. Cost computed on uniform basis of $5,000 per person. 
4 Provides for an estimated 85 persons. 
g contract. § Provides for an estimated 77 persons. 


I would like to divert from that statement in the remarks that I wish 
to make at this time, if that is agreeable to the chairman. 
The CrHarrman. Very well. Do you mean you have filed your 


roject 


statement / 

Mr. Grirrin. Yes, sir. <A statement has been filed which, if the 
chairman wishes, can go into the record. 

The CuatrMan. Is it your statement ? 

Mr. Grirrin. It was a statement by me; yes, sir. 

The CHarrMan. Very well. 

(The statement is as follows :) 


STATEMENT OF R, ALLEN GRIFFIN, DIRECTOR, FAR EAST PROGRAM DIvISsIOoN, 
ECONOMIC COOPERATION ADMINISTRATION 


This statement pertains solely to the six Far East countries where ECA is now 
conducting grant-aid programs. 

The most active threat to the security of the free world today is in the Far 
East. Not only did the Communists attack in Korea but they are carrying on 
large-scale attacks in Indochina, and smaller-scale, more dispersed attacks iu 
Burma and the Philippines, and are fomenting lawlessness in Indonesia. Formosa 

st (in title I is under continual threat of Communist invasion from the mainland. In all of 
these countries either direct Communist aggression or internal Communist sub- 
version—designed to rob these countries of their independence and force them 
iieat into the service of the Communist world—is an active threat. 

The United States is now carrying on aid programs in six countries of southeast 

ig contract. Asia. In Formosa, an ECA program has been continuously in operation since 
the spring of 1949, under the authority of the Foreign Assistance Act of 1948. 
Programs in Burma, Indochina, Thailand, and Indonesia were initiated in 1950, 
and in the Philippines in April 1951, under the authority of the Foreign Economic 
Assistance Act of 1950. 

These programs in southeast Asia are essential tools of United States foreign 
policy which seeks to so strengthen the countries as to enable them to resist 
internal and external pressures. The freedom and independence of the countries 
of southeast Asia are vital to the United States. Southeast Asia dominates a 
corner of the world and controls the passages and communications between the 
Pacific and Indian Oceans. The building up of armed defenses against com- 
munism the world over requires ever-increasing quantities of raw materials, and 


for average 
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southeast Asia is one of the greatest producing areas in the whole world, supply- 
ing needed tin, rubber, petroleum, fibers, essential oils and fats, and other 
Strategic materials. There could hardly exist a multilateral world economy 
without southeast Asia. It is a potentially rich area. Its people are capable, 
with our understanding and with our moral and physical assistance, of develop- 
ing it and reaping the rewards of that development. 

United States military assistance is being extended to four of the countries 
of southeast Asia. But the defense of southeast Asian countries cannot be 
assured by military means alone, or even primarily by military means. Except 
in Formosa, the chief danger is one of internal subversion whose breeding 
ground is hopelessness, despair, and poor living conditions due in part in some 
cases to administrative deficiencies of inexperienced, overworked, and under- 
manned governments. 

Most of the countries of southeast Asia are too weak internally to stand 
without outside support. Four of them are newly independent, with little experi- 
ence in self-government. No modern, self-governing state—and especially no 
state with a democratic form of government—can maintain itself and develop 
its resources unless it performs a minimum of public services in the fields of 
health, agriculture, education and technical training, transport and communica- 
tions, industry, and over-all economic planning and prospecting. The countries 
of southeast Asia are acutely deficient in these public services and in the tech 
nicians, equipment, procedures, and institutions for carrying them on. The very 
first step in any program of economic development designed to increase produc- 
tion and standards of living must, therefore, be the organization and maintenance 
of self-sustaining public services. 

Accordingly, during these first several months of operations in southeast Asia, 
ECA has tried first and foremost to help the governments establish or improve 
essential services and institutions, create planning agencies, initiate surveys and 
pilot projects, and thus to lay a foundation for economic development. 

It was no accident that this was also the appropriate way to go about earning 
the confidence of governments, for these were and are the problems with which 
the governments of the area are overwhelmingly concerned. 


COSTS 


The ECA is not undertaking any large-scale publie works in any southeast Asia 
country, and only small amounts of capital goods are involved. ‘The total dollar 
cost of the fiscal year 1951 program in the six countries of southeast Asia was 
$157,000,000. Of this, $100,000,000 consisted of essential industrial raw mate- 
rials, fertilizer, and consumers’ commodities for local sale to combat scarcities 
and inflation (in Formosa) and to provide local currencies needed to institute 
agricultural, health, transportation, and other services acutely needed, and to 
provide direct economic support for local military defense activities. (Of the 
total commodity program in fiscal year 1951, more than three-quarters went to 
Formosa alone, for whose defense the United States has assumed special responsi- 
bilities, including the defense mission of the Seventh Fleet.) This left $57,000,- 
OOO for the dollar costs of technical assistance and supporting equipment and 
supplies and minor capital improvement in the six countries. 

Considering the vital importance of these countries to the military security 
and economic well-being of the United States and the whole free world, these 
costs may be regarded as small in relation to our objectives. 


HOW THE ECA CARRIES ON PROGRAMS 


The first step in initiating aid programs was the negotiating of bilateral agree- 
ments; the second was the establishment of a Special Technical and Economic 
Mission (STEM) in each country, for the aid program in each country is built 
brick by brick out of the recommendations of the mission. The mission’s recom- 
mendations in turn are arrived at as a result of joint study and consideration be- 
tween it and the government. 

The countries of southeast Asia established governmental machinery to work 
with the STEM’s in the development of aid programs. For example, in Burma 
there was established what is known as the Burma Economic Aid Committee, 
which consists of principal officers of the Burmese Government departments con- 
cerned. The Committee meets twice monthly with the principal officers of the 
STEM. All aid proposals prepared by the Ministers are jointly considered, 
screened and transmitted to KBCA-Washington for consideration and final ac- 
tion. Similar machinery was established in the other southeast Asian coun- 
tries. 
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The spirit in which the ECA missions offer their services to the various gov- 
ernments and peoples of southeast Asia is this: “How can we help you solve 
your most pressing problems?’ 

There is no shortage of problems confronting these southeast Asian countries. 
Burma’s economic plant and the public services essential to its efficient opera- 
tion suffered enormous damage and deterioration during the war, the subsequent 
insurrections, and the transition from foreign rule to independence. And the 
Burmese Government does not have technicians of administrators, or training 
and research institutions, or equipment and supplies, or adequate revenues, for 
remedying these basic deficiencies. 

Formosa is obliged to support a large military establishment for the defense 
of the island, as well as sustain a million refugees and the superstructure of 
the Chinese Nationalist Government. Without strong help it cannot maintain 
the economic and political stability necessary for military defense. That is 
why the program there is relatively so large. 

The Associated States of Indochina, under constant Communist attack and 
competing with the Communists for the support of the people, must develop 
the governmental strength and services needed to allow them to respond to the 
people’s needs, and they do not have enough revenues or equipment or supplies 
or technicians for the task. 

Indonesia, newly independent, finds itself with a large and complex economy 
but without sufficient administrators, technicians, and institutions needed for 
operating it effectively. 

The Government of the Philippines is unable, without outside aid, to conduct 
efficient and effective Government services and undertake economic development 
that can solve some of the urgent problems of the people and prevent them from 
turning in despair to lawlessness and the Communist-dominated Huks 

Thailand is in need of outside aid to help it strengthen the economic and 
social foundations of political stability against rising social and poltical pres- 
sures. 

The aid we bring these countries is directed to the particular needs of each 
government. 


the program includes large amounts of producers’ and consumers’ goods for local 
sale, supplies in direct support of military assistance, and equipment and supplies 


and technical assistance for increasing industrial and agricultural production. 
In Indochina, the biggest problem being the shortage of local revenues needed 
to pay for public services, about half the ECA program is devoted to the supply 
of commodities for local sale, proceeds of which are then used for needed serv- 
ices and projects. In other countries there is greater relative need for technical 
assistance, both for general economic planning and development and for specific 
technical projects, and in those countries technical assistance with supporting 
equipment and supplies bulks large. In three countries ECA finances the services 
of American engineering firms which are aiding the government’s plan and carry 
out programs of economic development. In most southeast Asian countries our 
programs are supplying health technicians, public-health experts, sanitation 
engineers, experts in a great number of agricultural problems, transportation 
specialists, minerologists, and the like to help get specific projects under way, 
and to establish institutions for training experts and developing technical know 
how. In Thailand, an American road engineer is helping draw up a read-building 
program and United States road-building equipment is being supplied to help 
make it a reality. United States technicians are helping improve port facilities 
in Rangoon and Bangkok: they are helping eradicate farm animal diseases in 
Burma they are helping develop efficient methods of public administration in 
nearly every department of the Philippine Government. 

The benefits of these activities are not temporary. The object is to build 
institutions and procedures that will provide a continuing supply of trained 
men and technical know-how and that will help unlock the great resources of 
these countries for their own and the whole world’s good 


THE COUNTRY PROGRAM 


The need of any country for public services and economic development must 
be met primarily through the most eflicient use of its own resources. In addi- 
tion, various kinds of outside aid may be available—ECA aid, Export-Import 
Bank loans, International Bank loans, and Un technical assistance. In our view, 
it is highly important that all of the resources, domestic or foreign, available 
to each country, be used in the most efficient and effective way. It is for this 
reason that we aim, to the fullest extent possible, to fit our aid into a country 
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program for the use of a country’s total resources. It is only through the draw- 
ing up of such a country program that the total needs of a country in all fields 
ean be comprehensively surveyed and balanced against all resources available, 
and the most effective plans possible laid for their use. 

If these various instruments of foreign aid in any country were employed 
separately, there would inevitably be waste, and the pace at which any country 
might develop strength under such circumstances would be retarded. The ECA 
is firmly convinced that in any single country all United States-aid operations, 
whether technical assistance, grants, or loans, should be centered for program- 
ing purposes in a single United States mission, and that that mission should work 
as closely as possible with the host government through a total country program. 
The working out of country programs with the governments concerned is one 
of the most important functions performed by our missions. 

The ideal of a country program has not been reached in any of the countries 
in which we operate. Nevertheless, the machinery established in each country 
for working with ECA is to a degree serving as a general planning and coordi- 
nating agency, and we hope that in time genuine country programs will emerge. 


THE EARLY IMPACT 


The going aid programs in southeast Asia are based on the well-founded 
premise that, unless concrete results can be achieved promptly, there will be no 
future for long-range technical-assistance and economic-development programs, 
We believe, therefore, that in countries where the threat of subversion exists 
technical assistance must be on such a scale, and accompanied by equipment and 
supplies in such volume, as to allow an early impact on the economic and social 
and political situation. Our programs, therefore, in a very real sense are in- 
tended to safeguard the future of the countries of southeast Asia by employing 
all the various instruments of aid—technical assistance, grants, loans, and gen- 
eral economic planning aid—now, and in sufficient volume. 


THE VILLAGE-LEVEL APPROACH 


It is in the rural villages of southeast Asia that one finds the core of ultimate 
political power. The Communists conquered Red China by capitalizing upon 
rural poverty and unrest. Careful observers of the Asian scene are unanimous 
in their opinion that programs of economic development must be deeply and 
practically concerned with the people of the villages. In southeast Asia we 
have tried to find out what are the most rudimentary needs and desires of the 
rural populations, to derive our ideas of what should be done from a study of 
their feelings and of their needs. We have used, and are using, our influence 
and our programs as much as possible to see to it that aid programs genuinely 
try to solve the problems of the rural masses and promote a broad base of 
popular support for democratic government. Thus, our health programs em- 
phasize mobile health units that circulate in the rural villages, mobile clinics, 
and rural health centers; our extensive agricultural aid programs stress a wide 
range of extension services; and our industrial projects include the develop- 
ment of small rural industries. 


COORDINATION WITH MILITARY ASSISTANCE 


In four countries—Formosa, Indochina, Thailand, and the Philippines—not 
only are economic assistance programs under way but also military assistance 
programs, the latter being administered by United States military-assistance 
advisory groups. In Formosa one of the principal objects of ECA-aid programs 
is to help relieve the inflationary impact of the defense effort which the Na- 
tionalist Government of China, with extensive United States assistance in the 
form of military equipment and supplies, in maintaining. Both in the planning 
and conduct of programs, in Washington and in Formosa, there is close coordi- 
nation between the ECA program and military assistance. In Indochina, Thai- 
land, and the Philippines, the inflationary impact of military programs is far 
less and the same degree of meshing of programs is not necessary. Nevertheless, 
in Indochina, Thailand, and the Philippines, close relations are maintained 
between the STEM’s and MAAG’s, and there is frequent opportunity for inclu- 
sion ina STEM program of projects that are likewise useful for over-all military 
strength, as, for example, aid to highway building in Indochina and Thailand, 
and attention to refugees in the war zone in Indochina. 
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COUNTERPART FUNDS—SALES PROCEEDS 


In order to attract and maintain popular non-Communist support, the gov- 
ernments need immediately to inaugurate projects and build essential public 
services for which they may or may not be able to raise local currency revenues 
to pay local costs. All southeast Asian countries are not therefore required to 
put up counterpart funds on a commensurate value basis. In some countries the 
aid programs include the importation of substantial amounts of essential civilian 
supplies that are then sold for local currency. The sales proceeds so generated 
are then put in a counterpart fund which the local governments and the ECA 
jointly use to pay the local costs of projects. This is the case in Indochina, 
where half the dollar cost of the program consists of commodity supply. The 
Burma Government pays most of the local costs of the program from tax and 
other revenues, having only a small commodity import program to generate 
the remainder of the local currency for needed projects. The Philippines pro- 
gram has a substantial commodity program, and Formosa has by necessity the 
largest commodity import program of all. Programs in Thailand and Indonesia 
are on a full commensurate value basis, with each United States dollar of aid 
matched by local counterpart put up by the recipient government. Our programs 
there do not generate sales proceeds. 

This variable counterpart practice differs from that in the European recovery 
program of regularly requiring full deposit of counterpart for dollar aid granted. 
This variation was necessary because of the differing character of the problems 
in some southeast Asian countries. However, in southeast Asia there is no 
question whether the countries are making a maximum effort at self-help as 
a condition of our aid. By the very nature of the programs, which are built up 
of specific agreed projects, we are helping the southeast Asian countries with 
their own national efforts. Commodities supplied are either directly for the 
use of governments, or for sale, with proceeds used by governments for specific 
agreed projects. 


RESULTS OF FIRST YEAR OF OPERATIONS 


It is perhaps too soon to assess with full confidence the first year of our opera- 
tions in southeast Asia. The fact that we have had authority to operate there 
for a year does not mean that we have had substantial programs going for a 
year, for it has taken some time to get the missions established, the programs 
drawn up, and the pipelines flowing. 

Nevertheless, it is possible to indicate some real accomplishments. In the 
first place, we are beginning to win the confidence of the governments and 
people of southeast Asia. In Burma, in Indonesia, in Indochina, where suspicion 
of the motives of the westerner is an understandable legacy of colonialism, we 
have rolled up our sleeves and asked of governments how we could help them 
solve their most urgent problems. This approach has been, on the whole, 
rewarded by an increasing cordiality, trustfulness, and cooperation which can- 
not fail to lead to better understanding between our countries. We are, of 
course, no strangers in the Philippines and Formosa; during the past year our 
increasing understanding of their problems and aid in their solution have 
cemented even more closely our relations. In Thailand cordial relations have 
grown even more cordial. 

These questions of confidence, of course, are extremely difficult to gage but 
we think that by this measure alone the programs we have been carrying on in 
southeast Asia have been forth a great deal to the United States Government. 

We are not yet prepared to state that we have strengthened the governments 
of southeast Asia during the first vear of operations, but we have started a wide 
range of strength-building projects. The fact that a United States special tech- 
nical and economic mission is in each country, equipped with the instruments of 
aid, and ready to help, recruiting and making available technical experts and 
beginning to deliver equipment and supplies, has been of psychological value in 
strengthening governments and in stabilizing political situations. 

There have been certain tangible accomplishments. 

In Formosa, where we have been operating a program since the spring of 
1949, the benefits of a well-thought-out and implemented aid program are evi- 
denced by the order that prevails there and the fact that the economy still 
functions reasonably well in spite of the burdens placed upon it. Formosa is a 
directly threatened country sheltering a large army and a million refugees, 
with a huge defense burden. And vet, not a single guerrilla band operates in 
the island. Law and order prevail. The farmers, aided by recent land reforms 











































































































































































































































































































5S2 MUTUAL SECURITY ACT OF 1951 






and other agricultural programs, have remained steady, and threatening infla 
tion has been largely kept under control. There is no question that, had it not 
been for ECA aid in bringing supplies and promoting increased local production, 
inflation in Formosa would have so impaired the livelihood of the masses of the 
people and so rotted the social and political foundations of the country as to 
undermine military defense. 

The economic and security situation in the Philippines is considerably brighter 
now than it was 6 months ago. The chief reasons for this improvement are the 
tax, Wage, and other reform legislation enacted as a prerequisite to United States 
aid (under the Foster-Quirino agreement). These developments served in them- 
selves to retard inflation, generate greater confidence and hope, and check the 
mounting unrest upon which the Huks had been successfully capitalizing. The 
initiation in April of ECA programs to aid Philippine reconstruction and develop 
ment as outlined in the Bell mission report encouraged these favorable trends 
The early commitment of half the first allocation of $15 million for salable 
commodities had a direct anti-inflationary effect and at the same time promise: 
to generate a substantial fund of counterpart local currency with which to pay 
the local costs of needed projects and services. 

In Indochina, United States supplies have enabled the governments to demon 
strate to thousands of war refugees that they were there to render succor to their 
people who were dispossessed and impoverished by the Communist rebels. A 
refugee-housing project in Saigon is demonstrating effectively the same point, 
while ECA aid to highway construction has been of great value both to the 
civilian economy and to the military operation and has also given employment 
to refugees. In addition, 21 projects had been undertaken by June 30 to combat 
the basic diseases endemic in the area such as malaria, trachoma, and VD, and 
to strengthen the hospitals, medical schools, and health centers. Forty-seven 
projects were undertaken or in the active planning stage in the field of agricul- 
ture, including forestry and fisheries—typical projects being the distribution of 
fertilizer to increase rice production, the rebuilding of the destroyed Sontay 
irrigation station, the distribution of improved farm tools, and the strengthening 
of veterinary services. Approximately 35 transportation, power, and public 
works projects were under way by the end of fiscal year 1951. Most important 
of these were the vital road-repair programs in all areas and improvement of 
cargo-handling facilities on the rivers, 

As of June 30, 39 United States technical experts furnished under ECA pro- 
grams were aiding the Government of Burma carry into execution needed proj- 
ects. Three health teams had been organized and put into the field with sup- 
porting equipment and supplies. IECA-supplied drugs and antibiotics had proven 
effective in meeting an emergency situation stemming from a smallpox epidemic. 
United States medical specialists engaged in teaching and demonstration were 
beginning to make headway. Raw cotton delivered had made possible the open 
ing of Burma’s new and only modern spinning mill, American designed, built, 
and equipped at the expense of the Government of Burma. Cotton yarn had 
made possible the opening of Burma’s far-tlung cottage weaving industry. Local 
currency generated from the sale of the cotton and cotton yarn was being used 
to institute needed projects and services. The rehabilitation of Rangoon Harbor 
had been started. A wide variety of projects, including vaccine production, 
the establishment of quarantine facilities, the control of livestock diseases, and 
the building up of agricultural extension services had been projected and was 
awaiting the arrival of ordered equipment and supplies. 

As of about a month ago, 62 American technical experts were working in 
Thailand under the United States program. Of these, 27 were medical and 
public-health specialists, some in the field, others attached to the faculties of 
two Thai medical schools, engaged in training doctors and nurses; 26 were agri- 
cultural experts engaged in teaching, training, and extension work in the Thai 
Agricultural Center at Bangken;: and 9 were industry, mining, and transporta- 
tion specialists making surveys and advising the Thai Government on specific 
projects. Many projects were under way. Technical assistance and equipment 
had been provided to help the state railways maintain their rolling stock. 
Some small electric-power units had arrived and others were en route. The 
arrival in June of a dredge provided by ECA assured the deepening of the 
Bangkok Harbor channel, so that 10,000-ton ships can move to the harbor of 


Bangkok, expediting deliveries and cutting lighterage costs. A _ highway- 
construction program had been drawn up with the aid of an ECA highway 


engineer and will be executed with the aid of highway-building equipment that 
has been ordered, a matter of importance in Thailand’s defense as well as of 
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economic benefit. United States mining experts have stimulated explorations 
which give promise of greater production of tin and tungsten and are aiding 
the Thai Government in planning the production of lignite briquets for railway 
and industrial fuel. Health teams have been organized and equipped and are 
already at work aiding in the control of malaria and other diseases. A wide 
variety of aid projects designed to increase agricultural production have been 
started. 

In several of the countries, the ECA programs are the first United States Goy 
ernment operations of any magnitude. We are bringing them technical assist- 
ance and equipment and supplies, but we are learning as much from them as 
they are learning from us. We are learning first and foremost how complex 
are problems facing the leaders of these countries. We are learning humility 
in approaching their problems, and that may be the beginning of genuine friend- 
ship and increasingly practical helpfulness. 


PROSPECTS FOR FISCAL 





1952 





In the year ahead the pressure of the Chinese Communists on southeast 
Asia is likely to increase. Internal pressure are also likely to increase in a 
number of countries. The fight in Formosa against runaway inf 
continue to be touch and go, 

United States aid programs, though marginal in nature 
tion to aid the governments of southeast Asia resist pressures that threaten 
their independence. Our missions will be fully manned. The pipelines are 
filling and the arrival of United States equipment and supplies will certainly 
be much more satisfactory in quantity. Increasing numbers of technical ex- 
perts are arriving to help get needed projects underway. The projects should 
begin to bring tangible benefits to the people. 

We believe that with our aid the strength that can be mustered in southeast 
Asia will be adequate to enable successful resistance to expected pressures. 

The issue with which we are dealing is whether the countries of 
nist Asia can became strong and self-sustaining members of 


ition will 


. Will be in better posi- 


non-Commu 
a free world. This 
depends in large measure on whether the west can win the friendship of the 
countries of Asia and channel to them enough of the missing components of 
strength to permit them to develop their own latent strength. This issue will 
be with us for some years, but the year ahead will be one of the most critical. 
We will need all of the tools we can get for the task, but we are confident that 
the challenge can be met. 


Mr. Grirrin. | will give a brief sketch of part of the economic pic- 
ture and its relation to us so far as that area is concerned—and IL am 
speaking now about six countries only: Formosa, the Philippines, 
Burma. Indochina, Indonesia, and Thailand. Remarks about the 


south Asian countries, India and Pakistan, will be left to others who 
will testify before the committee. 











FAR EASTERN ECONOMY 






In an economic sense I think we must bear in mind the background 
that 97 percent of the natural rubber imported into the United States 
comes from that whole area, 58 percent of the tin, 32 percent of the 
manganese, 100 percent of the copra and coconut oil, 100 percent of 
the manila hemp. 

There are many items, both minerals and other products, that are 
of strategic value, and there are many others that are of commercial 
value and that are common in all the households of the world. 

Also, I think note should be taken of the food-surplus background 
of the area. Thailand and Burma are the only large food-surplus 
areas of Asia. Upon their surplus depends the feeding of Japan, to 
a certain extent of the Philippines, of Malaya, of the island of Java 
in Indonesia, of Ceylon, India, Hong Kong, and Singapore. 

The export of rice from each of those two countries is now ap- 
proximately equal, in the vicinity of 1,500,000 metric tons a year. 
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Prior to the war, Burma exported 3 million metric tons of rice a 
year. 

Japan is dependent upon those economies for three major subjects. 
One is rice; another is raw materials; the other is the market for 
Japanese products; that is, both consumer and capital goods. 

If anything happened which withdrew that area from the free 
world, we would find that Japan would be in a state of complete de- 
pendence upon the United States for its support, a condition not sat- 
isfactory to the United States and even less so to the Japanese, and 
so we could see that Japan would have to choose between two worlds 
at that time in order to live. 

Our programs in that area are in three stages. 

The CHarrMan. How many programs do you have? You say “our 
programs.” 

Mr. Grirrin. We have a program in each of six countries. 


THE PROGRAM FOR BURMA 


The Cuatrman. Is Burma included? 

Mr. Grirrrx. Burma is included; yes, sir. 

The Cuarrman. What are you going to do in Burma? It was tes- 
tified yesterday that we do not have any military program in Burma. 
What are you going to do in Burma? 

Mr. Grirrin. We have an economic- and technical-assistance pro- 
gram in Burma, sir. 

The Cuarrman. What is the objective there ? 

Mr. Grirrin. The objective there is to act with the most urgency 
that we can apply to strengthen the Government of Burma in its in- 
dependence, to win and maintain its friendship too, 

The CHarrmMan. To support it? 

Mr. Grirrin. No, sir, but to help shore up and to make more ef- 
fective its administrative services in the country, which are extremely 
weak, so that that Government can extend its services more readily to 
the people. 

The Cuatrman. It has been weak all the time, has it not? We did 
did not make it weak, did we? 

Mr. Grirrin. No, sir; but it is not as weak now as it was. I can 
give you a brief history of that new country if you wish. 

The Cuamman. No; I do not want it. 

Mr. Grirrrixn. What our aid means to Burma is indicated by a clip- 
ping that I have from the New York Times of August 1 by Henry 
R. Lieberman. It carries his by-line. He is an especially capable 
writer and cuthionity on far-eastern subjects. If I may, I would like 
to read a few lines from this. 

The CuatrMan. All right, go ahead. 

Mr. Grirriy. I would like to read these lines in answer to your 
question. This is dated Rangoon, July 30. 

The Premier declared tonight that peaceful settlement in Korea would not 
increase the Communist threat in southeast Asia if adequate preparation were 
made to bolster this area economically and socially as well as militarily. 

He cited ECA programs as effective instruments in combating communism 
and added that the Socialist-minded government here would welcome increased 
help from that quarter. 
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During the fiscal year ended last month, ECA allocated $10,774,000 
for its Burma program which includes expenditures for commodity 
imports, technical assistance, health, agriculture, and transport. 

The CuHarrmMan. So we are going to spend $10 million in Burma? 

Mr. Grirrin. Our program for fiscal year 1952 is proposed to be 
$14,500,000. 

The Cuarrman. It is $14 million. It is going up. All right. 
Fourteen millions dollars wasted. Go ahead. 


BURMESE ATTITUDES 


Mr. Grirrin. I would like to quote from the Prime Minister of 
Burma. The newspaper story continues: 

“We need technicians, equipment, advisers, and financial aid,’ the Premier 
stated during an interview at his official residence. “We would accept such 
aid from any country who would give it without attaching any political strings. 
The American program is the type of aid I have in mind.” 

The CHatrman. He is willing to accept it, but he has no condi- 
tions. He promises to do nothing on behalf of Burma except accept 
the money; is that right ? 

Mr. Grirriy. That is right, sir. He cannot very well promise any 
more than Mr. Nehru can. In our bilateral agreement with the 
Government of Burma, the Government of Burma has promised to 
expedite and facilitate the procurement of scarce materials on behalf 
of the United States. 

1 want to add that the Government of Burma, while it wanted and 
asked for American aid, originally was at the same time extremely 
wary of what implications would come with American aid in the 
way of political control. 

Their peoples are intensely nationalistic. They are bitterly anti- 
colonial. I think Burma did not become an independent country 
until January of 1948. They are extremely suspicious that the Brit- 
ish might want to take them back under control, and to a certain 
extent their feeling against colonialism affects their relations with all 
western countries. 

On the matter of Burma, I can say this quite accurately, that the 
establishment of the ECA mission in Burma, and the intimate col- 
laboration between the mission and the Embassy there and our work 
with the Government of Burma and its ministries in assisting them 
in developing projects has accomplished, we believe, very consider- 
able results in the increase in friendliness of that country and that 
Government toward the United States. 


POLITICAL SITUATION IN BURMA 


I might give you a few words on the matter of Burma from a dis- 
patch from the Embassy dated July 13, which stated that— 


Insurgent activity prevalent in much of rural Burma was probably the most 
important factor affecting Government agricultural policy during 1950-51. De- 
spite such activity, the Government initiated significant programs to increase 
agricultural production. These included projects in research, education, im- 
provement of water control, and the construction of w: arehousing facilities. 
ECA assistance is an important factor in the implementation of such programs 


Senator Smirn of New Jersey. Mr. Griffin, ses I ask vou a ques- 
tion there? 
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You say we are giving this aid to the Government in Burma. Now, 
I do not know much about the details in Burma, but I understand 
there is a big row inside between different groups to be the Govern- 
ment of Burma. Are we supporting one particular group that hap- 
pens to be in power at the moment and is it complicated at all by these 
other claims to power? 

Mr. Grirrix. We can only support, Senator, the Government that 
does exist, and we can only operate in a country through the admin- 
istrative agencies of an existing government. 

Senator Smiru of New Jersey. I recognize that. 

Mr. Grivrin. To that extent, in helping those administrative agen- 
cies Improve their operations and in helping them to extend some 
benefits of government to the people throughout the country, our wor ” 
is nonpolitical sup port of the Government, which is construed : 
political only by the Communist elements. 

The attacks on ECA in Burma are the Communist attacks that 
are made upon us, 

There happens to be in Burma a government that is a Socialist- 
type government that is most zealous and most desirous of extending 
agricultural reforms of every nature to the people, and of extending 
fuller services to the people of the country. 


NATURE OF BURMESE PROGRAM 


Our aid is not under a form of technical assistance that is labeled 
by calling it a TA for this ora TA for that. Part of our real technical 
assistance with a government such as the Government of Burma— 
and that applies also to other governments in the area—is the work 
that our missions do right with the ministries themselves in he ‘Iping 
them to organize for the activities that they want to organize for. 

It is that addition of experience which is given to them, and a certain 
amount of aggressiveness to overcome their lack of confidence in 
themselves, that help them to undertake these operations that we feel 
contribute very much to an improvement of their stability and their 
own confidence in undertaking their jobs, and that serve the welfare 
of the people generally. 

In the Government of Burma, there is only a handful of people 
who are technically qualified to do the job in that country, or who 
are administratively qualified. They are badly overworked. 

You see. they lost the cream of their leade ship, with few exceptions, 
in July of 1947 before they formally were given their liberty, when 
their great national leader, Aung San, and six members of his Cabinet 
were assassinated in a cabinet meeting in Rangoon. The country al- 
most fell apart when that took place, but by some miracle, which is 
difficult to explain—something in the characteristics not only of the 
Government, but of its enemies—it has been able to hold together and 
make progress. 

As you may recall, in the spring of 1949 the insurgents were at the 
entrance to the city of Rangoon itself. 

It was indicated yeste rd: ay by General Malony how the communi- 
cations are being restored throughout the country through the more 
successful operations of the Burmese troops. When we first investi- 
gated the problems of that Government, we found that here were these 
few people without technical assistance because the British had pretty 
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much been expelled. There were practically no British left as ad- 
visers in the Government. I only saw one during my period there. 
A very large number of the Indian civil servants’ who were the most 
skilled and trained had been eliminated. I think only 50 percent of 
them remain today. 

Unfortunately, the British had not really trained a Burmese civil 
service. The easier way, since Burma was acquired subsequent to 
their control of India, was to bring i in the well-trained Indians and 
install them in the secondary posts, and the British held the primary 
posts, and the Burmese went in at the bottom of the ladder. 

The result of that was that in Burma, unlike India, there is not a 
well-trained civil service. It must be developed. 

On top of that, the devastation in Burma, as a result of the war, 
was second only to that which took place in the Philippines. It is a 
terrible sight to look on a city like Mandalay, which was destroyed 
to a greater extent than Hamburg or Bremen: Rangoon itself had 
terrific damage done. 

A part of our work there at the present time is repairing some of 
that damage on either a pilot basis to help indicate how it is to be 
done, or on a temporary basis until they are ina position to be able to 
get loans sufficient to do certain restoration work which is far beyond 
what we would contemplate financing as grants. 

The CHairmMan,. It is our money that is being spent then to do 
that: to make those re pairs ¢ 

Mr. Grirrrx. Our money and their money: ves, sir. 

The CHamman. Well, part of it is our money, which we never get 
back ¢ : 

Mr. GRIFFIN. Well, I think we vet back a oreat deal. 

The CHamman. How much money will we get back ? 

Mr. Grirrix. We will not get back any grant money. 

The CHatrman. Of course you will not. 


IMPORTANCE OF THE FAR EAST 


Senator KNowLanp. Mr. Chairman, may I make a brief comment 
at that point / 

The area we are dealing with today covers 1.1 billion people, rough- 
H half the population of the world. This bill only provides about 

15 percent or something less than 15 percent of the total funds that 
we are being asked to appropriate to the Far East. 

Now, if we are going to stop communism, I think it is important 
that it be stopped in Europe, but I think it is also important that 
the door not be left wde open in Asia. I cannot see why every item 
dealing with this vast and important area of the world is treated as 
though it is a wasted amount, where the same objection does not 
apply to Europe. 

It seems to me that with this small amount being given to Asia 
under this program, certainly only 15 percent of the total, it is not 
fair to assume that that is all to be wasted and the eight or nine times 
as much to Europe is going to be not wasted. 

The CHatrman. Very well. Go ahead. 

Mr. Grirrix. I want to emphasize this condition of government 
which we know by experience to exist there and which is one of our 
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greatest problems, first in formulating programs, second in carrying 
out programs, and third in creating the strength among the govern- 
ments when we have comparatively little to work with, through no 
fault of their own. 

Now, for instance, in Burma one of the first things we saw that was 
lacking was something that would backstop their Ministry of Plan- 
ning, and also something that would be acceptable to them because 
of the intense nationalism that prevails there. That has resulted in 
a contract, which is to be signed at noon today, between the Govern- 
ment of Burma and an American engineering firm, which will pro- 
vide them, as their own employees, a group of highly qualified en- 
gineers who will act as a planning secretariat of the Ministry of Plan- 
ning of the Government of Burma. 

The CHamman. Who is going to pay them? 

Mr. Grirrin. We are paying them. 

The CHarMan, Exactly. 


ECONOMIC CONDITION OF BURMA 


Senator Futerigur. Does Burma have a permanent deficit in her 
balance, do you think? Does she have a traditional deficit ? 

Mr. Grirrix. No, sir; I do not think Burma can be considered a 
country with a traditional deficit. 

Senator Futsricur. Why can she not be treated on a basis of loans 
rather than grants? 

Mr. Grirrin. We hope to help get Burma on a basis for loans 
as soon as the banks are willing to consider Burma as a bankable 
project. At the present time, Burma is not considered as a bankable 
project due to the insurgency difficulties within the country. 

Senator Futsricut. Then it is her political instability and not her 
economic weakness that accounts for that; is it / 

Mr. Grirrin. Yes, sir. Burma is potentially a rich country. It is 
not potentially as rich as Indochina, which could really have a little 
Pittsburgh in it somewhere, due to some of its resources. It is not 
as rich in its varied riches as is a country like Indonesia. However, 
Burma is capable of a vastly larger rice production, which is one 
thing our program is directed at in several fields: Irrigation, reclama- 
tion and extension work, and the development of Government services 
toward their agriculture. 

Burma is also a country which exported wolfram and many other 
metals. It had a prosperous petroleum industry which was wrecked 
during the war, and negotiations are soon to be completed, I believe, 
between the British owners of this petroleum development and the 
Burmese Government whereby the Burmese Government will partici- 
pate as a member of the firm, so to speak. 

Senator Futsrigur. Even though it is not bankable from the point 
of view of a bank, why, from our point of view, can we not assume 
the risk of that instability and advance the money in the form of a 
loan so that if you succeed there will be something accruing to our 
people. 

I do not think that is anything but fair. I mean if this turns out 
to be a successful venture, they could pay the cost. We all agree that 
they have the material wealth to do it if you succeed in giving them 
political stability. Is that not right ? 
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Mr. Grirrin. I do not think that is improper at all and I think 
that part of this grant program could be put on a loan basis if ECA 
were a lending agency, which it is not. 

The CuarrMan. There is a difference between a lending agency 
and a giving agency / 

Mr. Grirrin. Well, sir, ECA has in the past made some loans in 
Europe, but it is not desired in the executive branch that ECA be- 
come a competitor with the Export-Import Bank or the International 
Bank. 


POWER OF ECA TO MAKE LOANS 


Senator Lopcre. Does the law, which after all covers the executive 
branch in these matters, not say that ECA can make loans? 

Mr. Grirrin. I believe the law has in the past, but it is not an 
authority that ECA has recently exercised. 

Senator Loner. Does the law not say it right now ? 

Mr. Grirrin. For instance, even in the case of the grain loan to 
India, ECA turns over the funds to the Export-Import Bank, which 
makes the loan. 

Senator Lopce. It is quite an important point. I think the law 
says right now that ECA can make loans. 

Senator Futsrigur. Do you not agree, Senator Lodge, that in 
these countries that have these great natural resources that there 
ought to be loans? We take a big enough chance that they will not 
succeed, but if it does I see no reason why we should not be repaid. 

Senator Lopeér. I am puzzled why there should be any reluctance 
to get something back at some time in the future when they can pay 
something back. I see nothing wrong with that. I do not see why 
that is not a good arrangement. 

Mr. Grirrin. Mr. Cooley is here and perhaps he can talk on that 
better than I can. 

Mr. Cootry. There is authorization in the present ECA law to 
make loans. 

Senator Lopce. Do you have an administrative policy against 
doing it? 

Mr. Cootry. I think in the coming year it is contemplated that 
loans made by the executive branch will be made through the Export- 
Import Bank. 

Senator Lopér. Even when it is not an orthodox banking loan? 

Mr. Cootry. When it is a loan bankable by the Export-Import 
Bank. 

Senator Lover. Well, where it is not, where it is a long-term propo- 
sition, where you may not get it back, these are political loans. 
Frankly, 1 will tell you I am surprised. 

Mr. Cootry. It is my understanding that the Export-Import Bank 
is—I cannot speak for the bank—but it is my understanding that the 
bank is reexamining its policy and will be in a position to make rather 
more liberal loans. 

Senator Lopcr. You are evading my question. 

Mr. Cootry. I am not trying to. 

Senator Loner. I know you are not trying to, but you are. I am 
not asking about the bank; Iam asking about ECA. 
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Why does ECA not make it a policy to give money to Burma and 
over the next 30 years when they begin to develop something have them 
pay it back? 

Mr. Coo.ry. It is possible. 

Senator Lopce. Why do you not do it? 

Mr. Cootry. Because the E xport-Import Bank 

Senator Lopcr. No; you are going right around again in a circle. 
I am not talking about the E xport- Import Bank type of loan. I am 
talking about these diplomatic, humanitarian, political activities that 
we are engaged in. 

Mr. Cootry. The answer is that you are correct in saying that the 
law gives ECA authority to make loans. 

Senator Loper. But I am not correct in saying that ECA is not 

‘oing to try to do anything about it 

ao ooLey. We have no loans in this particular program. 

Senator Lopcr. Why do you not try to get something back for the 
American people ? 

Mr. Cootry. I cannot speak for Burma specifically, but there may 
be some loans made. 

Senator Lopgr. Answer my question. 

My question is, Why does ECA not insist that when it can get 
something back on these political, strategic, humanitarian loans, that 
it get something back? I think it is a correct question. I really do. 
I do not think you can answer it. 

Senator Smirn of New Jersey. Let me ask you this question. 

Were ECA loans in Western Europe made through the Export- 
Import Bank? 

Mr. Cootry. They have been made by the Export-Import Bank and 
are repayable. 

Senator Smitru of New Jersey. They are all bankable propositions 
Which the Export-Import Bank approved. Or did we just use the 
Export-Import Bank as a medium for whatever loan we wanted to 
make / 

Mr. Cootry. The amount that was to be loaned to the countries 
of Western Europe was calculated as loans where repayment could 
reasonably be expected. 


LOANS AND GRANTS 


Senator Loper. I remember when the ECA bill was being written 
herein the Eightieth Congress and Senator Vandenberg was alive and 
was taking such an active part: it was always contemplated we would 
get as much back as we could and we would make as many loans as 
possible and as few grants as possible. I know that was the theory 
of it. Now, somewhere that has been lost sight. of and I think it is 
serious. 

Senator Smiru of New Jersey. Might we ask Mr. Dean Rusk if there 
is a policy not to make loans to these countries that would not normally 
be bankab le through the E xport- Import B: ink ? 

Mr. Rusk. The policy has been that the grant programs would be 
based upon programs that would be desirable and necessary in are: 
where bankable loans are not possible and that we would not give 
grant loans where other types of financing and assistance would be 
available. 
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One of the problems, I think, that we have here is that the pros- 
pective need of these countries for assistance from the outside is very 
great indeed. As soon as they get themselves in a bankable position, 
they will require all that they can borrow; these grants are small and 
they are pilot in character. 

Senator Futsrienr. What is so small about this? I think they are 
rather substantial in terms of the size of the country. 

Mr. Rusk. Small in terms of the requirement of the country and 
small in terms of the size of the program itself. The total economic 
assistance for these far eastern countries, outside of the special war 
rehabilitation in Korea, is about 3 percent of the entire program we 
are proposing. | Deleted. | 


NATURE OF PROGRAM IN BURMA 


Mr. Grirrix. Our program in Burma amounts to just 7.1 percent 
of their imports, but it is a program by which, with the -” proval of 
the Government of Burma, we can move toward certain objectives 
that we think are urgent and essential for the foreign policy of the 
United States—the strengthening of Burma’s independence. 

Now, in this matter of capital improvements, which is probably 
what you have in mind when you think in terms of loans, we have 
in the fiscal year 1952 program, the amount of $2,850,000 out of the 
entire program of $14,500,000. 

What the Government of Burma wanted to do, and what we felt 
we should back up to the limit, were more extensive programs for 
public health, whereby an activity could be engaged in at the village 
level throughout the country, and for agriculture, where we could 
build the foundations whereby extension work could be carried on; 
also to engage in extension work with what we had available from 
the beginning. 

Those are major programs in Burma. Handicraft and mining and 
manufacturing is another field, but most of that, with the exception 
of mining, is very small industry and is village industry and goes 
along with the health and agricultural programs that go to the village 
level. 

We learned through our experience in China, certainly, that if the 
people of the countryside do not receive attentions that they believe 
are due from their government, that is the easiest and most effective 
place for Communist recruiting. 

That is why in all our programs in southeast Asia a major objective 
is to get into the rural areas services of government, which we are quite 
heavily backing. 


LOANS AND GRANTS 


Senator Knownanp. I think the points Senators Lodge and Ful- 
bright raise are important. They affect not only the Far East, but 
Europe as well. 

When we pass our Interior appropriation bill for aid and develop- 
ment, as you know, in the Western States and other sections of the 
country, on irrigation and power development, the irrigation features 
have to be paid back in 50 years, the principal without interest, and 
the power features, principal plus interest. 
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I think Senator Lodge is correct in quoting the original theory. I 
remember Senator Vandenberg talking about it. It was that, insofar 
as possible in that type of capital investment, it should be on a loan 
rather than on a grant basis. 

I do not think this is necessarily directed exclusively to the far-east- 
ern features of it because I think the same thing would apply to 
Europe, particularly as Senator Brewster pointed out the other day, 
that there were several large generating plants not destroyed by war 
and which were completely new which the country never had before. 

The question is why they should be on a grant basis rather than a 
loan basis. That situation is general and applies not just to Burma 
or any far-eastern country. 

Mr. Grirrin. It applies very little to our program because there is 
so little capital improvement in our program, except in Formosa where 
there is a substantial amount. 

For instance, in the planning of these grants, what is planned 
the same time is where the Government would go into the loan field. 

We are doing a certain amount of small work on the Irr awaddy 
River, but we are not doing anything to reestablish the Irrawaddy 
flotilla, which is highly important in their commerce and highly im 
aeechicnes in their transportation of people, because we feel that the 
uilding of the Irrawaddy flotilla is a loan project. 


DEVELOPMENT OF COUNTRY PROGRAM FOR BURMA 


I might give a little background at this point on how these missions 
operate in the way of country programing and some of the difliculties 
that we do face with governments that are not technically prepared. 

For instance, one of the major jobs for a mission in that part of the 
world is to assess the assets that the government has; to conduct 
studies of the balance of payments; to study what the UN agencies 
are prepared to devote to work in that area, what the potential is in 
loans to that area, how much of a country’s foreign exchange it can 
devote to projects; and to try to bring about some total planning for 
that country. 

That sort of thing could be relatively easy in Europe where you 
have governments highly qualified to give you the material you want 
and plan with. It is a difficult thing in this part of the world because 
we have to build up the planning agencies themselves within the 
governments. 

In the meantime, we try to undertake certain pilot projects to break 
certain bottlenecks that exist. 

We had a bottleneck in the harbor of Rangoon. In our fiscal 1951 
funds, we provided for the purchase of some pontoons and some 
materials for the reconstruction of warehouses so as to break the bottle- 
neck in a temporary way. However, the improvement of the harbor 
of Rangoon is a major project that will have to be a loan project. 
Nevertheless, we have he ‘Iped them get along somehow a little better. 

Senator Sauronsrau.. Dr. Griffin, I have read just a little about 
the Government of Burma. I am not sure I am correct, but is the 
Government of Burma not a very unstable one at the present time ‘ 
Is it not touch and go all the time, whether it has any power to go out 
and enforce its decisions or live up to its word ? 
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Mr. Grirrtx. Part of.that is true, and a substantial part is due to 
the insurgency condition that exists in the country. A substantial 
part is due also to administrative in: ability to exercise all of the opera- 
tions of government throughout the country. 

For instance, one of the minor items of technical assistance which 
was important to them was that their central bank did not have a 
code. We furnished them a bank code expert to develop a code for 
the bank. 

Their statistics are in bad condition. The United Nations helped, 
and we are helping them with statisticians to try to put their Govern- 
ment accounting methods into shape so that they can really know 
what their country is doing, what they have and what they can look 
forward to. 

Senator KNowLanp. Do you mean by a bank code, a law governing 
the banking situation in the country ? 

Mr. Grirrin. No; a code for the transmittal of messages. For 
instance, in that country there is no telegraph anymore. That was 
destroyed during the war. The telephone system was destroyed dur- 
ing the war. You go to the city of Seaskak, too, and in your hotel 
or wherever you are you pick up an army field-service set. Those are 
field telephones that they are using on a makeshift basis. 


OBJECTIVES IN BURMA PROGRAM 


They have so much to plan ahead in the way of loans and the use of 
whatever foreign exchange they can accumulate that the need is 
inealeulable. 

One of our primary objectives is to help in planning the use of all 
resources, so that when they start spending their money, they do not 
waste their money through lack of proper planning. 

Senator Savronsrau.. On that background, how can you have any 
confidence in the success of your enterprises in the vill: ages ? 

Mr. Grirrix. Because those enter prises are handled with guidance 
of American personnel and by training of Government personnel and 
of local personnel. 

For instance, you go into a village with a health program that may 
have a malaria objective—it may be essentially an antimalaria oper- 
ation—and at the same time you may give ne nt for trachoma, 
from which a great many people suffer and in which aureomycin 
achieves great results, and treatment for worms. 

You do not go through the village and pass on. Your objective is 
to form a nucleus in the village of local people who will carry on the 
work. 

Probably the first thing in civic spirit that has ever been proposed 
in the village is this. You try to arm them also with your training 
aid material so that they can carry on the work. 

We come down to matters just as simple in that respect as the 
hand-winding phonograph with some unbreakable records which re- 
peat to these committees the instructions which have been given to 
them so that they continue to know, not by recollection, but by hear- 
ing them again and again, what they are supposed to do and how they 
are supposed to do it. 

Senator SAavTonsraLL, In other words, your objectives are to do 
things in health and education that are not dependent on any Govern- 
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ment support to see that they are accomplished, but on the basis of 
the desire to live among the people and their desire to get along 
better / 

Mr. Grirrin. That is a very common desire among all the Asiatic 
peoples, but it would be utter folly for us to go in there to undertake 
such operations if we were not helping to build the Government ad- 
ministration of it. 

We run these training schools for what I would call semi-tech- 
nicians, 100 to 200 at a time, who are working with us on these pro- 
grams. 

These technicians, plus the Government bureaucracy that has to 
handle these technicians, are aided in organization. That is an essen- 
tial part of the program. 

If we did not do that, this would all be something that woul | pass 
in the night. It would be something to give temporary relief, but it 
would have no future stability, and when we moved out nothing would 
have been built up to carry it on. 

Senator KNownanp. Your objective then is to build toward an 
administration on the national scale and on the local level so that 
we can eventually pull out of there and not look forward just to 
going on indefinitely. Our objective is to get them on their feet so 
that they can carry this load and as they get further along and re- 
establish law and order, that they may then be able to invite capital 
investment into the country that is not likely to go in under the 
present conditions of 1: iwlessness or civil war. 

Mr. GrirFin. Yes, sir; that is correct. 


AGRICULTURAL EXTENSION WORK IN INDIA 


I might say, too, when vou look at the size of the agricultural pro- 
gram for a country like Burma, you have to realize the scope of the 
work that has to be undertaken, if it is to begin to be successful. 

Now, you have heard Mr. Horace Holmes speak about his experi- 
ences in India, which are extremely valuable to all of us who are 
trying to do any kind of work in underdeveloped areas. In fact, they 
are so valuable that when Mr. Holmes was here 2 months ago I asked 
him over to ECA so that he could talk to a gathering there, including 
Mr. Richard Bissell, and Mr. Paul Porter. Mr. Foster would have 
been there had he not been in Europe at that time. 

The purpose was to stimulate an understanding in ECA of the type 
of thinking that we have to do as we approach Asia. 

Senator Futsricur. His program seems to me to be a very modest 
one in cost compared to yours. 

Mr. Grireix. The India program, as a whole, will not be, and I 
think we have to recognize this, that there is not Just one answer or 
one method to the total agricultural problem. I will bring up this 
point : 

Mr. Holmes worked in India personally, and with great feeling and 
understanding of the people, which is very foundamental to any suc- 
cess, and he exercised great patience. I believe he once said it was 
6 months before he was invited to meet the Minister of Agriculture 
because they were so slow in recognizing him. 
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He worked with the materials at hand. However, included among 
the materials at hand were seeds that were available through their 
own agricultural institutions. 

India has very excellent agricultural technicians in the scientific 
field and in the research field. India, like all of these countries, has 
been extremely backward in the application of extension work. These 
highly trained people are often like many of the Asian engineers who 
come to this country, or Holland or France or elsewhere, and get a 
Ph. D. in engineering, and from that day on do not expect ever to break 
a fingernail. They have arrived at a bureaucratic position and intend 
to work from a desk or laboratory. It is entirely different from the 
American conception of the man graduating from an engineering 
school. 

That has been the same in agricultural science. They could tell the 
farmers what to do, but, unlike Horace Holmes, they could not get out 
there behind a plow and show them how to do it. 


NEED TO BUILD FROM THE GROUND UP IN BURMA 


However, it is very important to note that behind the agricultural 
extension work that can be done in India are some very good scientific 
institutions with good scientists. In Burma we have to build from 
the ground up. Their agricultural institute was destroyed. The 
British scientists are gone. The Burmese scientists are few in num- 
ber. For instance, they do not produce serum for their animal work 
in Burma; it has to be imported. They want to produce their own 
serums for several reasons. 

First, they want to. They feel they are a substantial country and 
should produce their own serums. They went through the long 
period when they were cut off during the last war, and they do not 
want that to happen again. What applies to animal serums also 
applies to serums for human beings. 

We are presently working on that in our medical program, and we 
are working on that sort of thing in our agricultural program. 

In seed multiplication and seed improvement activity stopped in 
Burma. We have had a 10-year lapse. You do not pick up a thing 
like that from where it stopped 10 years ago, because it has disap- 
peared. Anyone who is engaged in farming and in the improvement 
of seeds realizes there is that long-term development which has to 
start with seed improvement or bringing in seeds from other countries 
to see if they will work there, which you do not know until you have 
triedthem. Each country has its own soil and climatic problems, and 
you cannot Pres ays transpl: int your seeds with the same good results. 

If we start them in on hybrid corn and find there is an Asiatic or 
American hybrid corn which is satisfactory, then seed multiplication 
has to begin so it can be effective. 

No matter what you do in extension work, no matter how ably and 
conscientiously and sympathetically it is carried out, that does not 
start an irrigation system. That does not supply water. 


AMOUNT AND OBJECTIVES OF BURMA PROGRAM 


The Cuairman. Mr. Griffin, you are going to have to hurry along 
now. Do you not have a summary there of what you want to do 
and tell us how much money you want to spend in Burma? 
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Mr. Grirrin. Yes, sir. In Burma we want to spend $14,500,000. 

Senator Futsricnt. What is the population of Burma? 

Mr. Grirrin. Eighteen million so far as they know. Again you 
do not have reliable statistics. 

Senator McManon. Were you referring to your seed corn in the 
development of this country ? 

Mr. Grirrin. In Burma it would be partly corn, but mostly improve- 
ment of rice; also the reclamation of lands which went over to jungle 
igain as a result of the war and the insurrection. 

Senator McManon. I was not being that literal. In other words, 
this is an investment you figure which will enable them to do what / 

Mr. Grirrtn. To do two things, sir. 

One is to increase the productivity of the country for export pur- 
poses because Asia needs their products and has to be fed; and to 
try to bring them back to be at least their prewar production of sur- 
plus rice, which was around 3 million tons. 

Another thing we want to do is to bring the benefits of increased 
production to the farmer; also to benefit him by a more varied diet 
than he has today. 

One of the Fulbright scholars who was there working on their agri- 
cultural problems a year ago had simplified a little program he wanted 
io have carried out. He is over in Thailand now with our mission. 
He was in Burma at that time. It was of certain varieties of fruit 
planting to help furnish the vitamins that were necessary for the 
people. 

We are interested in fisheries, too, and particularly fresh-water fish- 
eries, because of a need for an increase in the protein diet. 

When I speak of Burma, in a sense I am speaking of all of these 
countries because our programs are very similar except that in Thai- 
land and Indonesia we have no capital-improvement measures for 
this year. 


GRANTS OR LOANS FOR BURMA PROGRAM 


Senator Fursricut. Is that No. 4 on your list, which is largely 
capital improvements? Would you object to saying that all items 
under that be on a loan basis?’ Maybe 3 and 4, and the others a grant ¢ 
{Referring to exhibit AA.] That is on your table 4, the Burma pro- 
gram. I was wondering if that would be a feasible approach; 4 could 
certi er be, I think, capital investments, and 3 possibly could. 

Mr. Grrrrin. I think in 3 it would hardly be proper because that 
consists of a multitude of pilot projects as well as the rebuilding of 
their university services, which is the type of work that is really a 
heavily implemented point 4 operation. 

Senator Futsrignt. In education you have quite a bit, and the agri- 
cultural thing is ships and boats and fishers and sawmills for your 
forestries, I presume? I just wondered if that might be a possible 
approach, if you are giving such things that are expendable and with- 
out any capital lasting investment. 

Mr. Grirrix. These pilot projects are designed to give them the 
courage to see that this can be done, so that they will go out for loans 
to magnify the project. 

A lot of this, sir, is rather psychological. It is to build up their 
own confidence that with expert assistance certain things really can 
be done and that they will produce results. 
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Senator SauronstaL.. Doctor, what it comes down to really is that 
you have set these amounts down that you feel you could elliciently 
spend. You could spend just as efliciently less money, or you could 
spend quite a lot more money. These are educated guesses; are they 
not ¢ 

Mr. Grirrin. Yes, sir; they are educated guesses—resulting though 
from working out projects with those governments and finding out 
what are their greatest needs and the things that they would most 
appreciate getting done, at least within the frame of reference in 
which we are working. 

Senator SALTONSTALL. You could make a bigger educated guess, or 
you could make just as good a smaller educated guess; could you not 

Mr. Grirery. We could omit certain things, of course. 

Senator SaLronstaLLt. So whatever Congress does, you will take 
the results and these countries will be glad to have the help to that 
extent. Is that not about it? 

Mr. Grirrin. That is right. We believe these programs are well 
balanced, however, and that they carry real meaning in developing 
strength in these countries, which we are seeking to get. 

Mr. Rusx. In proposing these grant programs, full account was 
taken of the capabilities of these countries to provide for their require- 
ments out of their own resources. Not only their capabilities, but 
their willingness to do so in the direction we think woula be profitable 
and constructive. 

And, secondly, the original requirements of these countries were 
sharply reduced by us before we put in these programs because we 
thought a number of their requirements could probably be taken care 
of by loans. 

That is one of the reasons why there is such a small capital improve- 
ment element in these various programs. | Deleted. | 

Senator SatronstTatyL. In other words, you brought it down in your 
own efforts before you came up here. You feel you brought it down 
to the lowest level consistent with putting across our objectives in 
those countries ? 

Mr. Rusx. That is correct, sir. 

Now, that, of course, cannot literally apply to every specific item. 
You cannot be that exact, but we did our best in each of these coun- 
tries to consider what they could do out of their own resources and 
what they could do on a loan basis and what we should attempt on 
a grant basis in our mutual interests. 






PROGRAMS 





DEVELOPMENT OF COUNTRY 





Senator McManon. What were the exact mechanics of going about 
it? I think that is very important to have in the record if it is not in 
there. Just what were the mechanics / 

Mr. Rusk. Mr. Griffin, would you like to go through the operations 
in one of these typical country programs / 

Mr. Grirrin. You would like to know how a country program is 
developed ; is that right? 

Senator McManon. Yes. 

I think on the basis of Senator Saltonstall’s question, you say, Mr. 
Rusk, that you have arrived at a careful process of evaluation of js at 
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you believe is roughly an irreducible minimum? Let us see how good 
the work is upon which that judgment is based. 

Mr. Grirrin. If I understand your question, we would have to go 
back to the beginning. 

Senator McManon. I tried to make it very clear. 

Mr. GrirFin. The first estimates and divisions into the various fields 
of activities made for programs in this part of the world were made 
by a mission that when out there. It left this country in February 
1950 and returned in May. I was on that mission. 

We conferred with these governments through out embassies. We 
arrived at conclusions that there were certain economic bottlenecks 
which, within the frame of reference that the State Department had 
given, could profitably and quickly be broken to the benefit of those 
countries. 

We also agreed there were certain fundamental programs that should 
be carried out for the people of those countries; things that were not 
being carried out that should be done, and that we should use our 
best methods to have those governments ask us to help them to carry 
out. 

Also, we were directed to review the countries’ needs in the entire 
field of technical assistance, which included everything that had been 
conceived within point 4 in the way of technical aid that, first, was 
needed in those countries, and second, would be asked for those 
countries. 

That was done and it resulted in a modest program that would come 
within the limits of the area of China funds that were made available 
for that general area by Congress in January of 1950. 

The State Department then turned the entire business over to the 
ECA. ECA began to form missions, and the first parties were sent 
out to each country and given instructions to reexamine these recom- 
mendations made by the State Department—entirely new people re- 
examining them—to see to what degree they were sound and could 
be effectively employed in those countries. 

That was done over a period of several months by the missions, and 
they came up with programs substantially along the same lines that 
had been recommended though with proportions changed to some ex- 
tent, and those were the programs that went into operation in the lat- 
ter part of 1950, 

On the basis of the missions’ further studies and recommendations, 
which were all jointly done with those governments, the proposals 
came up for fiscal year 1952. They then went under discussion within 
the executive branch and were variously re-formed, always downward, 
asa result of the varying interest of the different agencies in the execu- 
tive branch. For instance, the Treasury Departme nt was not inter- 
ested in the political part as much as it was in balance of payments. 

After a series of meetings of task forces and steering committees, 
which began in February of this year and ended only with the Bureau 
of the Budget hearings, the program came out in the form in which you 
see it, 

Senator McManon. Who was on that mission that went out there? 

Mr. Grirrix. The first mission that went out there was a very small 
mission. I was chief of the mission. For point 4 activities, we had 
Dr. Samuel Hayes, of the State Department, who has just left to be 
chief of our mission in Indonesia. 
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Senator Loper. May I ask a question at that point, because it is 
pertinent / 


DISTINCTION BETWEEN TCA AND ECA AID 





How on earth do you distinguish between ECA and that dreadful 
were “point 47% ; 

I do not like to use that word. I like to use “technical assistance,’ 
because everybody has forgotten what 1, 2, and 5 were. 

How can you tell agric ultural fisheries should be done under ECA 
rather than under technical assistance? Where is the line there? To 
me it is terribly confusing. 

Mr. Garirrin. Well, sir, there is not any line. 

Senator Loner. Why do you have two agencies doing the same 
thing? 

Mr. Grirrin. The two agencies are not doing the same thing in 
southeast Asia. The State Department determined that all forms of 
technical assistance in southeast Asia should be handled by the mis- 
sions already established there. 

Senator Loper. Why did you have the technical-assistance man 
going out there with you then? You both went out there. 

Mr. Grirrtx. This was before ECA had a program. This was in 
the formulation of a program to carry out United States policy toward 
that part of the world. 

Senator Lopcr. Why do we have two agencies doing the same thing? 
I do not think it makes any sense, Mr. Griffin. If you can explain to 
me why, Mr. Griffin, I wish you would. 

Mr. Grirrin. There was only one department at that time and 
that was the State Department. 

Senator Lopcr. Why should not technical assistance do this next 
year instead of ECA? 

Mr. Grirrin. Why should they not ? 

Senator Loper. Yes. 

Mr. Grirrin. Because I think there would be confusion if two 
agencies were working in the same place on technical assistance. 

Senator Longe. Why should you not get out of it and TCA go into 
it? 

Mr. Grirrix. Because TCA is not equipped to carry on a program 
that includes some capital improvement measures, and that has ob- 
jectives that are more rounded, I would say, than simply technical. 
assistance. 

Senator McMauion. ECA was there, is that your point ? 

Mr. Grirrix. ECA was there and had these relations and had been 
carrying on these things all this time. 

Senator McManon. When you went out to develop a program in a 
mission you took a technical-assistance man with you to advise you as 
to the —— of the program which ECA was designed to administer. 

Mr. Grirrin. No, sir; I was not in ECA at that time. None of us 
were ECA. We all went out there for the State Department. The 
other gentlemen on the mission were from the Department of Agricul- 
ture, from the Public Health Service, from the economic office in the 
State Department—Mr. Hayes had been working in that office on 
technical assistance matters. None of us represented any agencies 
but the State Department. I did not know ECA would have any- 
thing to do with the programs until I returned to Washington and was 
told that had been decided. 
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SIZE OF MISSIONS IN FAR EAST 


Senator Grorce. Can you tell me how many paid employees you 
have in these offices here in this country? In ECA or point 4 or any 
other agency you can find out there that is operating ¢ 

Mr. Grirrin. Yes, sir. 

Insofar as point 4 began to engage in any activities there, the 
Embassy has represented them in negotiations with the government, 
preparation of plans, and so forth. The ECA missions, however, at 
the present time have 26 employees in Burma, 16 in Indonesia, 34 in 
the Philippines, 31 in Indochina, 26 in Thailand, and 25 in Formosa, 

I might say that the Formosa staff is rapidly growing, due to the 
increased responsibilities that we are taking on in the direction of the 
use of total funds that are available there. 

Senator Gitterre. As of what date / 

Mr. Grirrtn. Indonesia is as of May 31, the rest are of June 30. 

Senator Gititetre. Do they represent an increasing group or a 
decreasing group ? 

Mr. Grirrix. They have been increasing. 

This staff does not include technical assistance. The technical 
assistance people are usually asked for as individuals to fill certain 
slots with those governments. That can vastly vary. 

For instance, our interest in the Philippines is very deep, and I 
would say very intimate, due to the recommendations made by Mr. 
Daniel Bell in the report of his survey mission which came back from 
there last summer. 


COUNTERPART FUNDS IN FAR EAST 


Senator Grorer. Are there any counterpart funds in this area? 

Mr. Grirrin. Yes, sir. 

Senator Grorce. You have set up a counterpart fund contributed 
to by each of these countries ? 

Mr. Grirrin. Yes, sir, and I would like to speak on that if you wish. 

Senator Grorce. Is it comparable to the counterpart funds in the 
European areas ? 

Mr. Grirrin. No, sir; it is different in this respect, that to carry 
out our objectives in most of these countries we need counterpart just 
about as much as we need dollars, or more so. 

Various projects were financed by European counterpart, that is 
true, but European counterpart was derived from a very heavy supply 
of goods and materials that almost entirely went through commercial 
channels; the counterpart was collected in the form of sales proceeds 
by the governments, and they got a great benefit out of this mopping 
up of the local currency through the sale of American-financed com- 
modities and equipment. 

In these countries in southeast Asia, the very nature of our pro- 
grams does not give them that much of a break. 

In certain countries, we must finance the cost of the local operations 
of the program out of bringing in consumer goods or goods required 
by industry or fertilizer for agriculture in those countries, that can be 
sold, that will generate counterpart through sales proceeds because 
those governments cannot put up counterpart by any other means. 

European governments generally had no need to put up counterpart 
by other means. They got it by and large through sales proceeds, 
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But when you are sending in equipment for hospitals and equipment 
for : agricultural colleges, equipment for certain highway-bridge-rail- 
harbor repairs, those things do not generate any sales proceeds. The 
government then has to put up, out ‘of its own revenues derived from 
other sources, Which E urope did not have to do, the money to finance 
the program. 

Therefore, these governments are very much doing their share. 

For instance, in Thailand we have not one dollar’s worth of salable 
commodities coming in on our 1952 program. All the counterpart 
deposits must be put up on a commensurate value basis as required 
for the program operations, by the Government of Thailand. They 
are not receiving one cent of proceeds the way European countries 
did. 

In Indochina, where the Government will have a most desperate 
time financing its requirements for its military budget, it was hopeless 
to expect that they could put up counterpart against our type of 
program, such as the Thai’s could. 

Therefore, in Indochina 50 percent of the money involved in this 
proposal is planned to be devoted to bringing into Indochina various 
types of commodities needed for the maintenance of essential supply, 
in order to develop sales proceeds in a non-inflationary way. 

In Formosa, while we have a commensurate-value agreement with 
the Government of China, two-thirds of our program is indirectly 
employed to try to stabilize the currency, that we may draw out of 
the consuming and industrial elements of Formosa the currency to go 
into the speci: ial account, only a small part of which we would spend 
ourselves on program matters. This is for anti-inflationary purposes. 

In Indonesia, we generate no local currency through sales proceeds. 
There again the Government has to put counter part up out of its own 
revenue derived from other sources. However, in this case we have a 
big backlog from the program that was made available through 
Holland in 1949, so that there is a large counterpart fund there, de- 
riving from the period before this new type of program began. 

In Burma the Government has taken on a heavy responsibility for 
its own financing of its part of the program. 

For instance, last year we brought into Burma in our fiscal year 
1951 program only a little more than $2,000,000 worth of salable com- 
modities, a substantial part of which was cotton for their new cotton 
mill in Rangoon which was an American-built and designed opera- 
tion paid for by the Government of Burma. 

This year we have only $1,800,000 in salable commodities in the 
Burma program. That government has to put up the commensurate 

value to the extent that we call upon it against all the rest of our 
program. 

I will say, Mr. Chairman, that these governments are doing a tre- 
mendous lot themselves to make these programs go. 

Senator Futprigcnr. What do you have mostly under No. 9 on 
exhibit BB? 

*M: — ince of essential supply,” what does that mean? 

Mr. Grirrin. That is chiefly the bringing in of commodities so that 
local industries can be supplied. 

Senator Futsrieur. I notice in Indochina that is merely half o 
the total. It is $14,900,000 out - $29,000,000. 

Mr. Grirrix. That is right, si 
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Senator Futsriext. Why would that no produce counterpart ? 

Mr. Grirrin. It does. That is what that is for, to serve two pur- 
poses. One is to maintain essential supply and the other is to supply 
counterpart. 

Senator Futsricur. What do you mean by essential supply ? 

Senator Grorce. You mean raw materials; do you not? 

Mr. Grirrix. Sometimes, but. not always, sir. 

Here is a report from our mission in Saigon submitted July 23 
which lists their commercial sector import program which is the 
maintenance of essential supply program. 

For instance, raw cotton was $2,600,000. There were industrial 
chemicals in the program. There were medical and pharmaceutical 
products for sale. There were paper products to the extent of $10,000 
and $1,000,000 worth of petroleum products. There were generators 
and motors, marine engine parts. 

Senator Futsricgur. Do they not have oil in Indochina? 

Mr. Grirrin. No, sir. They have coal, but the main deposits are 
in the fighting area. 

Part of the maintenance of supply consisted of construction, mining 
and conveying equipment, which again was a help to their produc- 
tivity, but they paid for it in local currency. | Deleted.] 

Senator Grorce. Well, I consider it better than nothing. 


CHANGING THE NATURE OF THE PROGRAM AND THE BURDEN ON THE 
UNITED STATES 


I have had the opinion from the very first, but it seemed to be too 
simple, that the east did not offer enough opportunity for expansion 


in organization; that this country should have set up simply a revolv- 
ing fund in Europe and should have supplied that revolving fund for 
those things that were essentially the subject of grant only, or gift 
only, to the European countries. Let the European countries keep 
that revolving fund as long as they wanted to. Let them keep paying 
their own money in and using it back. 

Counterpart is better than nothing, I will grant you that, but I 
cannot see how we are to proceed very much further, now, without 
saying that there must be some reimbursement where we are furnish- 
ing capital goods or where we are furnishing something that really 
has permanent value in these various areas. 

I do not see any end to this program unless we do say that those 
countries shall pay us back something for the money that we are 
putting out. 

Mr. Grirrin. Sir, in the stronger countries that is being done. 

Senator Grorce. I doubt very much if it is being done very much. 
I have not got the latest figures on it. 

In the beginning we said that there would be loans. That is, the 
ECA would largely make loans, but that there would be some places 
where it would be necessary to make grants. 

Gradually, I think the grant part of it has taken possession of the 
whole program and has become the principal portion of it rather than 
the minor portion as we conceived in this committee at the beginning. 
That was the original view that we had, that the grant would not be 
made where it was feasible or practicable to make a loan—to get some 
promise to repay. 
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Now I heard here yesterday and the day before all about arms for 
South America and Central America and Latin- American countries. 
However, it is not on a reimbursable basis at all but just on the basis 
of pure grants. 

That sort of a program is bound to break any country on this globe 
over the long run, and it will not be such a long run. ‘There is not any 
way out of it. 

We are here now talking about giving away $8.5 billion in this 
committee. Over here in another committee, of which the chairman 
of this committee and I are members, we are struggling to impose 
six or seven or eight billion dollars more taxes on the American peop le. 
It is a lot easier to give it away than it is to Impose that additional 
tax on an already heavily burdened tax-paying people 

I always thought we made a great nil take in not saving that we 
would set up a revolving fund and having nothing to do v ith it be- 


yond replenishing that fund and keeping it up to a working level. 
We recognize that vou have to make some grants. That Was not 


agreeable and Was hot acceptable, so we cde vised thi s scheme of the 


counterpart funds. 

In the European countries we had a screening process as between 
countries themselves, the recipient states themselves, through their 
own organization, who would say what ought to be given and what 
ought not to be given, and what ought to be allocated to the particular 
countries, 

Over here, however, you are probably hot doing It on that basis 
because it is not feasible. You are approaching each vyoverhnmelt 


directly and those vrovernments are maki g up { 


new requirements, 
sOa .O speak. 

I have no doubt that all that you are asking here is a most insignifi 
cant minimum of what they can use. Certainly that is true. How 
ever, What | am trying to say is, and I think the State Departme: 
and I think every de} artment in this Government ought to be able to 


see it. 1s that there are two sides to this coin as certainly as vou live. 
and one side is vetting t] C Money to do ‘a You vet it oF ly out of vou 
American taXpaver, The total taxes now run to about 863 billior 1 or 
S64 billion a vear. If you add 6 or 7 or 8 or 10 billions as the Secre- 
tary says—and that is right if all these programs are carried out—on 


top of that, vou begin to see what it all means. 

And yet we are proposing straight-out grants to Latin-Americar 
countries, some of which undoubtedly are able to pay their way. They 
are unquestionably able to par for the arms that we are roiling to give 
them. 

If it Is advisable to give them arias at all, which Is a serious qu lest 
to my mind—I have lived down there just across a relatively narrow 
strip of water from some of them, and 1 know some of them can pay 
ust as well as the American taxpayer can pay. 

If thes have an adequate system of taxation and collect their taxes. 
in those countries they can pay just as well as hundreds of thousands 

American taxpayers, 

That will not apply in this far eastern area, Lam aware of that. | 
assume it would not. 


STBH0—pl oo 
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The only protection we have is to have these recipient countries 
themselves do something. ‘That operates as some brake on their re 
quirement. As it is, there is no brake. It is just what they can get 
by with. 

The Cuarrman. That all, Senator? 

Senator Grorcr. Yes. 

The Cramman. You may proceed, Mr, Griffin. 


LOANS AND GRANTS TO INDONESIA 


Mr. Grirrix. Mr. Chairman, I would like to speak for a moment 
on this matter of loans. 

The Cuatrman. Well, most of them will never be paid back, will 
they? 

Mr. Grirrtn. Yes, sir; I think they will be paid back. If we are 
at all suecessful in that’ part of the world, they can very well pay 
them back. 

In the first place, we already have a combination of grant and loan 
programs in two of the countries. Indonesia, for instance, is not a 
country which is asking us for large quantities of aid. 

Our program in Indonesia is an extension of what now is almost 
entirely a heavily implemented technical assistance program. But 
Indonesia has a credit of $100 million with the Export-Import Bank, 
of which about $52 million, as I reeall it, has been drawn on to date. 

The Export-Import Bank is sending several people out there who 
will work with the Indonesian Government and the ECA mission in 
the program planning of the balance of that loan. 

Furthermore, in our conversations with the Export-Import Bank. 
the sv have indicated their readiness to study the possibility of further 
loans that the Government of Indonesia may require. That Govern- 
ment, although it has taken over a rich empire — the Dutch, one that 
sup yported Holland for approximately 300 years, is a government that 

s facing the most extreme diflic ‘ulties in trying “ maintain law and 
oedie and trying to restore the institutions that were all but wiped 
out during both the war and the insurrection. 

( Additional information was supplied the committee, as follows :) 


DETERMINATION OF LOAN AND GRANT ASSISTANCE TO SOUTHEAST ASIA AND OTHER 
UNDERDEVELOPED AREAS 


A question has been raised as to why assistance on a loan basis does not 
constitute a greater share of the aid extended to southeast Asia, i. e., Burma, 
Thailand, Philippines, Indonesia, and Indochina. WDefore discussion of this ques 
tion it may be useful to review the distribution of aid, actual and contemplated, 
as between grants and loans to this area in the post-war years through June 1951 
The figures refer to assistance made available under programs of the ECA, 
Export-Import Bank, and International Bank for Reconstruction and Devel 
opment.’ 

{Millions of dollars] 
Period ending June 30, 1951: 
Grant assistance 
Loan assistance 


Loans extended amount to about 50 percent of total assistance in the postwar 
period ending June 50, 1951. Additionally, it is anticipated that loan extensions 


Inclusion of loans by the latter institution is appropriate because of two factors 
a) The need for grant assistance was decided upon after consideration of other major 
external assistance available: and (>) the extension of such loans affects the continued 
capacity of a cot y to service additional loans. 
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in fiscal year 1952 by the Export-Import Bank in Indonesia and the Philippines 
in 1952 may be around $40 million, and additional loans by the IBRD may also 
be forthcoming, particularly in Thailand. Thus, in 1952 loan assistance to SEA 
may continue as an important adjunct to grant assistance. 

It is the policy of the Administration with respect to the countries of south- 
east Asia, as well as with respect to all underdeveloped areas, to place assistance 
on a loan basis insofar as there is reasonable prospect of repayment and the 
programs are of such a character as may reasonably be financed on a loan basis. 
It is also the policy of the Administration that the lending operations Tor de 
velopment of the underdeveloped areas should be undertaken by the established 
lending institutions, namely, the Export-Import Bank and the International 
Bank. It would be fundamentally unwise to place a greater portion of foreign 
assistance on a loan basis than could be justified reasonably through an analysis 
of capacity to repay. To saddle countries with an external debt structure which 
they cannot handle over the longer term will place barriers against the flow of 
private investment to such areas, which We are most interested in encouraging, 
and lead to trade and exchange restrictions which are inimical to the private 
enterprise system of world trade. In addition, the making of loans which we and 
the rest of the world know at the outset have little chance of repayment will 
discredit the entire lending process and is likely to lead to widespread repudiation 
ot debt. 

With specific reference to the southeast Asia area, these countries have in 
general very low standards of living and will need substantial foreign capital 
over an extended period of time if their peoples are to have any real prospect of 
escaping their present poverty. A substantial portion of this assistance cas 
be placed on a loan basis through the International Bank and the Export-Impor<¢ 
Rank. If, however, we are to meet the threat of communism in this area we 
will need to push development more rapidly than could reasonably be expected 
to be financed by loans. It is for that reason, plus the fact that these areas need 
substantial technical assistance which is not suitable to be placed on a loan basis, 
that there is a significant grant component in programs for these areas. But it 
should be noted that such grant elements will be but a small part of the total 
investment programs being planned by these countries. 

Another factor to be considered is that the uncertain political and military 
situation in SEA, together with the internal defense effort in these areas, tends to 
limit loan opportunities. This is particularly true in areas marked by civil strife 
and warfare as are Burma and Indochina. Too heavy an extension of loans in 
unstable areas would tend to depreciate the traditionally high loan standards 
maintained by the Export-Import Bank and the IBRD. In the case of the latter, 
this would have particularly unfortunate reactions on the willingness of the pri- 
vate financial community to direct its funds through the bank into overseas 
development. 

It goes without saying that the economic aid requests submitted to the Congress 
reflect the estimates of what is required after the probabilities of loan assistance 
have been taken into account fully. In the Philippines, for example, it is judged 
that the situation permits further loan extension in the present fiscal year of 
perhaps as much as $25 million. The figure requested of $35.4 million is what 
is the estimated needs after taking into account the possibility of $25 million 
loan financing. Similar examples are available in other countries. 


In Thailand, the Thais also have nothing more than a modest ap- 
proach. 

The CrarrmMan. Before you leave Indonesia, do you conceive it to 
be our duty to preserve internal order and straighten out the Govern- 
ment? . 

Mr. Grirrin. I think it is a matter of the most vital importance to 
the United States that we do everything that is within our power 
and reasonable means to help that Government to succeed, yes, sir. 

The Cuarrman. How much would you appropriate for that pur- 

pose ? 
Mr. Grirrin. We have set up in our grant program $8 million for 
fiscal 1952, and it will probably be less for fiscal year 1953—certainly 
not more. It is chiefly for institutional development within that coun- 
try. 
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STRATEGIC RESOURCES IN INDONESIA 


Senator Lover. What are they committing themselves to do, Mr. 
Griffin ¢ 

Mr. Grirrin. They have not committed themselves to do anything 
in return for the aid. 

Senator Loner. Should they not make some undertaking, some com- 
mitment of some sort / 

Mr. Grirrin. If it were a political commitment, I should say they 
would refuse to make it. 

Senator Loner. I am not asking that. Of course, we are dealing 
with independent countries, and we cannot expect to do that. 

Mr. Grirrin. They are committed in our bilateral agreement to ex- 
pedite procurement of basic materials that we require. 

Senator Loner. Strategic materials? 

Mr. Grirrin. Yes, sir. 

What is more, no impediment of any type has at any time been put 
hy the Government of Indonesia before our agents who desired to 
purchase any type of materials out of that country. 

Senator Satronstaty. Are the Dutch doing anything r out in Indo- 
nesia ¢ 

Mr. Grirrin. Quite a few Dutch are there. 

Senator Savronstauu. Is the Government of the Netherlands put- 
ting any cash into Indonesia as we are? 

Asa matter of fact, the Government of Indonesia owes a very large 
external debt to the Government of Holland. 

Mr. Grirrin. Not that I am aware of. 

Senator SALvTonstaLL. From that point of view, from the point of 
view of new money coming in, it is money coming in from the United 
States and not from the Netherlands Government. 

Mr. Grirrin. Yes, sir, but ours is very small. Our grant aid is 
only a fraction of 1 percent of their export-import trade. It is a very 
minor item. It happens to be a critical item in the way in which it is 
being used. 

Senator Knowianp. What are their principal strategic materials. 

Mr. Grirrin. Rubber. The production of rubber in Indonesia has 
risen to over 650,000 metric tons a year. It is equal to Malaya. It is 
“a great tin producer. They are second only to Malaya in tin produc 
tion. 

Senator Futsricur. Petroleum, they produce. 

Mr. Grirrtn. Yes, sir. They are the only big producer today from 
[ran to as far as the coast of the United States. 

Stanvac and Shell are the big operators there. 1 think Standard 
of New Jersey is going to bring in a new field there. 

And then, in addtion to the Philippines, Indonesia supp a our 
needs in copra and coconut oil products: between the two of them. 
it comes to 100 percent of our imports of those products. 

Senator KNow.anp. Would you say that the passage of Indonesia 
into the Communist orbit would give them great strategie resources 
which they need for their war-making potential; and on the reverse 
of that, if Indonesia can be kept outside of the Communist orbit and 
tied with the west, it gives the west tremendous strategic resources 
which we need under world conditions as the »y stand ¢ 

Mr. Grirrin. Unquestionably. The world would go into an im- 
balance if southeast Asia, including Indonesia, were lost. 
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BALANCE-OF-PAYMENTS SITUATION IN INDOCHINA AND THAILAND 


Vital and strong, with a population of something like 80,000,000 

people, Indonesia is prepared to finance itself. However, its balance- 
of. payments condition is not as good as it might be. The country faces 
the enormous job of replacing the great capital investment that had 
been made in Indonesia, so much of which was destroyed on deterio- 
rated during the war and police actions. They have a population 
that considerably increased during that period, too. 

Senator KNowLanp. That is about double the population of France. 

Mr. Grirrin. Yes, sir: and too much of their income tod: ay has to go 
for consumers’ goods, because they are not at all industrially devel- 
oped, which they should be. They are restless under the idea that 
they are looked upon by the west as only the hewers of wood and the 
drawers of water: that they have been denied industrialization. 1] 
think ultimately that has to come very strongly into our foreign policy. 
What are we going to do about those countries in that respect / 

They can borrow money. Thailand is a rich small country and 
Thailand, too, is financing capital improvements by loans and use of its 
own exchange. Thailand has a credit of over $25 million from the 
International Bank. Eighteen million dollars of that is allotted to 
a completely new irrigation system on the Central Plain, which ac- 
cording to the International Bank, as well as the Thais, will increase 
their food surplus by 90 percent, which will be again of tremendous 
value in that part of the world. Over $4 million more is to be used 
for the development of their inner harbor. We helped them in 1951 
toward the clearing of the bar at the outer harbor. Something like 
83 million more from the IBRD is to be used for rehabilitation and 
reequipment of their railways and their railway workshops. 

So these countries, where they are qualified for loans, are going on 
that basis. J think they are very proud countries. I don’t think they 
want in any respect to be in a mendicant position toward us. 


INDONESIA'S NEED FOR UNITED STATES ASSISTANCE 


Senator GiLLeTTe. What makes you feel, in response to the chair- 
man’s question, that it was vital to help Indonesia’ What makes you 
feel that the expenditure of less than $8 million would prevent them 
from falling within the Communist orbit, or be oriented toward the 
Communist group ¢ 

Mr. Grirrin. I think there, again, it is a contribution toward a 
certain confidence. 

They need technical assistance very badly. They need to be shown 
how a break certain bottlenecks. Here, again, is a case where we 
underwrote a contract—bet ween the Government of Indonesia and an 
engineering firm, the J. G. White Engineering Corp., of New York— 
under which the company has set up an engineering staff for the Min- 
istry of Commerce and Industry which has been doing most of the im- 
mediate planning for that Government. An effective staff has been put 
in there. They started to move out there in January of this year. 

Senator Grterre. Do you think that the expenditure of ten or 
twelve million dollars from Communist sources would have the effect 
of influencing them for or being oriented in that direction ? 
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Mr. Grirrin. No,sir. They would not accept it. They are fighting 
it right along. In the papers just 2 days ago, I believe, there was a 
story of one clash between the Communists in Indonesia and the police 
and troops. The Indonesian Government is fully aware that the 
element that would destroy their independence and their liberty in the 
type of democracy they aspire to have is the Communist element. 
They already, during the period, I think, of the second Dutch police 
action—when the Communists tried to take control—showed a capacity 
to act pretty vigorously and ruthlessly in stamping out such an oper- 
ation. 

Senator Giutterre. I had understood that that was their attitude, 
so it seemed rather unrealistic to me that it would be necessary, or it 
would be effectual, for us to secure added adherence by spending 
$8,000,000. It seemed rather ridiculous to me. 


INDONESIA’S POLITICAL SITUATION 


Mr. Grirrin. It is not for that reason, sir. It is to help them suc- 
ceed. They are not being very successful now. They have had three 
cabinets this year. Their administrative and institutional services 
deteriorated as the Dutch left. There, again, was a case where the 
backbone of former efficiency in that country was made up of the Dutch 
administrators, the Dutch technicians, both. Both political and physi- 

cal conditions have caused vast numbers of the Dutch to leave. Not 

all of the Dutch that remain are very happy. Many more of them 
are planning to leave. The exodus has been continuous. It will take 
time for the Indonesians to train enough of their own people to conduct 
a modern state. 

Senator KNownanp. As a practical matter, too, Mr. Griffin, isn’t it 
true that as a matter of policy our Government encouraged the Dutch 
to leave, to put it very fr: ankly, and perhaps they may have left a little 
quicker than it was good for the country for them to leave, but for 
politic al and other reasons we enc ouraged the Dutch to leave and Indo- 
nesia to be set up as a separate republic, perhaps before they were 
prepared to assume these administrative burdens ? 

Having done that, it seems to me we have some obligation to help 
them set up the administrative agencies that will make the republic we 
encouraged a success ; otherwise I think we bear a pretty heavy respon- 
, 

Mr. Grirrin. I agree with you, sir. I feel that way ares I 
wouldn’t say that we encouraged the Dutch to leave, exactly, but we 
did encourage the Indonesians to achieve independence—— 

Senator KNowLaNnp. Comme ci, comme ca, 

Mr. Grirriy. And as a result of that the Dutch had to leave. 


INDONESIA’S EXTERN AL DEBT 


Senator Green. How much are they obligated to pay to the Dutch 
Government annually ¢ 

Mr. Grirrin. I can’t tell you, sir, offhand. I don’t think they are 
paying anything now. 

Senator Green. I thought they undertook to pay a certain amount 
every year. 
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Mr. Rusk. There was a debt service to be carried. I don’t know 
when the first payments were to start. We will get that information 
for you. 

Mr. Grirrin. The debt to the Netherlands in terms of United States 
dollars is $253,000,000. Their grand total of foreign debt is $367,- 
000,000, 

Senator Green. What are they paying on that each year? 

Mr. Grirrin. I don’t know, sir. 

Senator Futsrient. The $367,000,000 is the total external debt ? 

Mr. Grirrin. Yes, sir. 

Senator Futsricur. Both the Government and private ? 

Mr. Grirrin. No, that is the public debt. 

Senator Fuusricut. It is the total governmental debt of Indonesia 
to either foreign governments or foreign private individuals? Is that 
the total external debt of the Government ¢ 

Mr. Grirrin. I believe so. 

Senator Futpricur. That isn’t too big for a country of that size. 

Mr. Grirrinxn. With its potentialities, no. 

(The following information was furnished later :) 


EXTERNAL Pusiic DEBT AND DEBT SERVICE CHARGES OF INDONESIA 


(1) The total debt cited by Mr. Griffin (S367 million) is entirely public in- 
debtedness. It is broken down as follows (figures in millions of United States 
dollars or dollar equivalents) : 


To the Netherlands______ 


Others: 
(a) United States surplus-property credits 
(6b) ECA (Eximbank) credits wishes 
(c) Canadian loan 
(d) Australian loan 


EE vcssiscs econ ae : -- 114.2 


Grand total " 306.2 

(2) The annual service charge of the Netherlands debt ($253 million) is 
estimated in fiscal year 1952 at about $22 million of which $9 million would be 
in interest charges and $13 million in amortization. During the next few years 
it is to be expected that the service charges on the Netherlands debt will rise 
as amortization installments increase. 

Senator Green. One of the factors in the program is what they have 
to pay eae ind every year. Are we just subscribing to that payment ¢ 

Mr. Grirrry. In a sense, wherever one has an aid program they 
subseribe to the other costs. 

Senator Green. Then we ought to know what we are subscribing to. 

Mr. SESIX It isn’t subscribing to it, sir, in the sense of meeting 
a dollar gap. It is subscribing to helping to get certain things done 
there that might be neglected or delayed in the face of the many 
pressing problems the ecarenes nt has. 

Senator Green. You are going into a lot of other situations, and 
this is one of the most important. 

Mr. Grirrin. If we were picking up the check for imports in that 
country today I would say that would be a correct statement, just as 
naturally in picking up the check for a lot of things for France we 
have made it possible for them to maintain an anti-Communist front 


1 Excluding the credit line opened by the Export-Import Bank in 1950 on which drawings 
by the Indonesian Government have not yet begun, 
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in Indochina. In Indonesia we are not picking up any checks at 
all. We are seeking to give them services that otherwise they would 
be delayed in instituting, and that delay would contribute to the 
breakdown of law and order and sound administration in that 
country. 

Senator Green. How much American capital is invested there? 
Do you know ? 

Mr. Grirrin. I don’t know, sir. No great amount, except by 
Standard-Vacuum Co. We have some American traders there now. 
Goodyear has a tire factory there, and General Motors a large as 
sembly plant. Business there has been largely Dutch enterprise with 
considerable British as well as Dutch capital in plantations. 


RELATIONS WITHIN SOUTHEAST ASIA BLOC 


Senator Fursricur. These countries in that area work together 
pretty well, do they! Are there good relations between Indonesia. 
Indochina, Thialand, and so forth 4 

Mr. Grirrix. There are very good relations between Indonesia, 
India, and Burma. There are good relations, but not in the same 
poht ical context of accenting neutrakism, between those countries and 
Thailand and the Philippines. 

Senator Futsricur. Are their currencies convertible among them- 
selves, leaving out the dollar countries / 

Mr. Grirrin. No, sir. Those are all controlled currencies except 

1 Thailand. You have a free currency in Thailand. 


TRADE PATTERNS IN SOUTHEAST ASIA 


Senator Fursrient. Have you given any thought to trying to 
create a payments union among them, as was done recently in ECA 
in Europe? I thought maybe if they could be bound together there 
might be more strength the ‘re and would support better credit. 

Mr. Rusk. The principal prospect for that kind of arrangement 
would be between those countries and Japan. These countries in 
southeast Asia are not active traders with each other in a substantial 
sense. 

Senator Futsrienr. I noticed one of the items you mentioned under 
“Essential supplies” was oil in Indochina, which I assumed you 
would get from Indonesia. That would be the logical place from 
which to supply them with this oil. 

Mr. Rusk. That may be the case on a particular item, but in terms 
of the basic trade pattern those countries are trading with the west 
and with Japan rather than with each other. 


EXTENDING THE ECA GUARANTY CLAUSE TO OTHER AREAS 


Senator Knowianp. Mr. Chairman, there is one question I would 
like to ask here with particular reference to such areas as have 
resources and either now or perhaps in the immediate future may 
restore law and order to the extent that it would warrant private 
investment. 

I would like to find out from the ECA why it is that we cannot 
use the same system in those stabilized areas, or such areas as become 
stabilized, on the guaranty of private inventment as we do in Europe? 
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In other words, the sooner we can lift this burden off ourselves as a 
government and encourage private enterprise to go in and help these 
countries develop themselves, it seems to me it would be advisable 
to do so. 

I have a letter here dated June 1, 1951, which reads: 

In answer to your verbal request for a letter confirming our discussion on 
May 1, 1951, please be advised that the ECA guaranty program as set forth in 
section 111 (b) (3) of the ECA Act of 1948, as amended, is not at this date 
available to cover investments in the Philippines. 

L assume the same thing would apply to Indonesia. Why shouldn't 
this act be amended so that as, in the judgment of ECA or the execu- 
tives responsible for this, they could make the same doctrine apply 
in the Far East as it does in Europe, where it is warranted ¢ 

Mr. Grirrin. I think it has been proposed. 

Mr. Cootry. There is no reason why that should not be done. It 
is not proposed in the legislation before you. 

Senator Knownanp. I would like to have an amendment prepared 
to this bill that would do this, in language that would be acceptable 
to the ECA, that would give us at least the flexibility to do it, and 
perhaps encourage some of the very things we are all talking about. 


LIST OF PERMANENT CAPITAL PROJECTS 


Senator Longe. Mr. Chairman, I would like to have the ECA fur- 
nish this committee with a list of the capital projects of a permanent 
nature that have been engaged in throughout the world, which have 
been conducted on a grant basis. I would like to know how many 


of those there have been. 
The following information has been supplied the committee: 


STATEMENT ON LOAN GRANT POLICY IN EUROPE AND THE UNDERDEVELOPED AREAS 
I. WESTERN EUROPE 


The question of distribution of aid as between loans and grants was con- 
sidered by the executive branch of the Government from the period of early 
development of the European recovery program. The views and recommendations 
of the executive branch, as formulated by the National Advisory Council on 
International Monetary and Financial Problems, were summarized by the Council 
Chairman, Secretary of the Treasury Snyder. in his statements before the Senate 
Committee on Foreign Relations on January 14, 1948, and the House Committee 
on Foreign Affairs on January 21, 1948, in the following terms: 

“The first matter which I wish to take up is the question of the form in 
which aid should be extended to Europe. This assistance should be provided as 
a combination of grants-in-aid loans. The criterion for selecting one or the 
other form should be the capacity of the participating countries to earn, in 
the years to come, the dollars which would be needed to pay interest and prin- 
cipal. We must keep in mind that these countries have already incurred an 
obligation for large annual payments of interest and amortization arising from 
the dollar loans extended to them over a period of years by the United States 
Government or the United States private capital market. We should take care 
not to insist that these countries contract additional dol lar debts which will 
absorb so much of their dollar earnings as to operate to the disadvantage of future 
trade and private investment. If the entire aid for European countries were 
to be on a loan basis, it would be practically impossible for them to meet the 
additional annual charges from their earnings of dollars, even after trade and 
investment return to normal, The proportion of total aid which can prudently 
be provided on a loan basis must depend on the estimate of the borrowing coun- 
try’s capacity to repay in dollars * * *,” 

2. After having examined the prospective abilities to repay of the ERP par- 
ticipants, the National Advisory Council recommended at the same time that 
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of the funds proposed to be appropriated for the 15-month period ending January 
1949, it appeared that a modest amount of aid might be extended on a loan 
basis. 

3. One billion dollars of total aid during the first 15 months of the program 
Was made available by the Economic Cooperation Act of 1948 solely for loans 
and guaranties. In allocating these funds administratively, it was necessary to 
appraise the current positions of the several European countries and their 
prospects under the recovery program and later. The extent of physical destruc- 
tion and disturbance of their economic systems as a result of the war varied 
substantially from country to country. Furthermore, some countries had aiready 
contracted heavy foreign indebtedness in connection with their reconstruction 
efforts. It was, therefore, necessary to weigh a wide range of factors in arriving 
at a judgment as to the allocation of these loans among the countries. 

4. During November and December 1948 the Council reviewed the financial 
problems raised by ERP to that time and related these problems to the antici- 
pated problems for the next fiscal year. With respect to the future loan policy 
of ECA, the following position was taken: 

“Certain European countries have accumulated a substantial indebtedness to 
the United States, including debts arising from war-account settlements, postwar 
credits, and loans extended by ECA during its first year of operations. A further 
large mortgage upon future dollar receipts would in all probability be a deter 
rent to the objectives of the recovery program. The imposition of further claims 
against European dollar earnings by the United States Government would lead 
to a smaller margin of flexibility in the international accounts of the debtor 
countries, thereby necessitating disproportionate adjustments in vital imports 
as earnings fluctuate. The probable effect would be to reduce to a corresponding 
extent the capacity of participating countries to service additional financing 
which they may require and to pay earnings on direct investments. Therefore, 
any substantial increases in dollar service charges resulting from the assumption 
of increased obligations to the United States Government would be scrutinized 
with particular concern by international lending agencies and private investors. 

“The Council consequently recommended that the Administrator for Economic 
Cooperation be authorized, in consultation with the Council, to determine when 
aid for the fiscal year 1949-50 should be on a loan basis and in what amount. 
Prudent use of this discretionary power would keep the field open for long-range 
investment prospects for private capital, for Export-Import Bank financing, and 
for International Bank loans.” 

5. The Council considered that assistance for fiscal 1950 and 1951 should be 
primarily on a grant basis, but recommended that the Administrator for Economie 
Cooperation seek discretionary authority with respect te the total amount appro 
priated for the program to extend such assistance on either a grant or a loan 
basis. For fiscal year 1950 Congress authorized $150,000,000 to be used solely 
for the purpose of extending loans to participating countries. 

With respect to loan assistance to ERP countries for fiscal 1951, the Economic 
Cooperation Administration presented the following statement to the Congress: 

“In 1949-50 loans extended to the participating countries by the ECA will 
probably not total more than $150,000,000 * * *. Asin this year, the United 
States National Advisory Council on International Monetary and Financial Prob 
lems is recommending that aid in 1950-51 be predominantly on a grant basis and 
the Administrator once again be given discretion to extend assistance either on 
a grant basis or on a loan basis. 

“It may be recalled that in 1948-49 the ECA loaned 972.8 million dollars to the 
participating countries, utilizing funds that were made available by the Congress 
only on a loan basis. These loans brought the total dollar indebtedness of the 
participants to, roughly, $11,000,000,000, which will require interest and amortiza 
tion payments in dollars of about $500,000,000 annually in 1952 and thereafter. 
In view of the fact that Western Europe will continue to have difficulty financing 
dollar imports, let alone dollar debts, it is believed unwise to extend any sub- 
stantial amount of loans in the immediate future. If the Congress grants the 
Administrator discretion in determining the allocation and quantity of loans 
in 1950-51, as it did in 1949-50, it is likely that only a very small total of loans 
will be extended * * *.” (P. 16, April-September 1950 NAC Report.) 

6. With respect to the fiscal year 1952 program, the NAC recommended that 
extraordinary assistance to Europe should be on a grant basis. Economie as- 
sistance to Europe during fiscal year 1952 will generally take the form of raw 
materials and finished products used to expand military production directly or 
to provide materials to enable these countries to sustain the economic burden 





lary 
joan 


ram 
ans 
y to 
heir 
ruc- 
ried 
dy 
tion 
ving 


ial 


ims 
lead 
btor 
orts 
ling 
cing 
‘ore, 
tion 
ized 
LOrs, 
mic 
rhen 
unt. 
inge 
and 


1 be 
mie 
pro 
loau 
lely 


mic 
eSS: 
will 
ited 
‘rob 
and 
r on 


. the 
TeSS 
the 
tiza 
fter. 
cing 
sub- 
the 
ans 
ans 


that 
* as- 
raw 
y or 
rden 


MUTUAL SECURITY ACT OF 1951 613 


resulting from the defense effort. The lesson of history is that loans incurred 
during a military effort are harmful from the standpoint of debtor to creditor, 
to long-range political and financial relationships. It is the view of the Admin- 
istration that it would be unwise to require the European governments to 
assume additional debt burdens arising essentially out of the current defense 
effort. To do so would place an exceedingly heavy burden upon the European 
economies through additional principal and interest charges on the European 
balances of payments, and would tend to prevent, for many years to come, a 
return to a rational pattern of private investments and world trade and pay 
ments. There may be some exceptions to this principle for special projects which 
give rise to additional debt servicing capacity, for example, certain loans for 
colonial development or for other projects which may yield direct returns in 
the forms of strategic or scarce materials. Generally, however, assistance in 
support of the mutual defense program as proposed will not give rise to an 
increased ability to service debt and so should be financed on a grant basis. 

i. The position has been taken by the executive branch that where the 
financial situation of the aid-recipient countries warrants, aid ought to be made 
available on a loan basis but that these loans ought to be sound and repayable; 
not questionable or “fuzzy” loans. If sound and repayable loans cannot be made 
in terms of the over-all position and prospects of the country, then aid ought to 
be on a grant and not on a pseudo- or quasi-loan basis. The making of other 
than sound and repayable loans would lead to deterioration in the entire insti- 
tution of foreign lending and might result in borrowing countries treating loans 
from the Export-Import Bank, International Bank for Reconstruction and 
Development, and private sources as not being firm obligations. 


CAPITAL INVESTMENT Provgects, FAR EAST PROGRAM 


The attached listing shows capital projects of a permanent nature included in 
the ECA Far East programs for fiscal year 1951. This listing in one sense 
exaggerates the capital aspect of ECA programs in these countries, since repair 
and maintenance are included along with modernization and expansion. 


Capital investment projects approved in the Far East as of June 30, 1951 


sands of dollars 


Burma 

Formosa (Taiwan 
Indochina (associated states 
Indonesian Republic 
Philippines 

Thailand 


Total, Far East projects 


ECA—financed cost 
BURMA 


| Thousands of dollars] 


Amount 


Projects, total 4,809 || Industrial projects 
Agricultural and fishery projects I 


Upper Burma irrigation 

Lower Burma flood control 

Mandalay Agricultural College proj 
ect 

Laboratory rehabilitation program 

Rice-storage project 


Industrial projects 


Harbor development 
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EC A-financed cost—Continued 


FORMOSA (TAIWAN) 


rojects, 


total... 
Industrial projects 


Bridge at Silo Taiwan (Formosa) 

Road building and repair 

Pulverizer mill for Pei-Pu station 

Rehabilitation of Li-Wi power plant 

Addition of power transformer at 
Taipei (Formosa 

Completion of Tien-Leong hydro- 
electric power project 


INDOCHINA (ASSOCIATED STATES 


Proje ts, total 


Agricultural 


and fishery projec 
Cambodia fi 


Vietnam 


wmisport 
t developme 


nstruction and 


Agricultural and fishery } ‘ 

Phailand irrigation development, 
wriculture project 

Thailand fisheries project 


rojects 


Industrial projects 


Road building and repair 
Makassan railroad shop 
Mineral development project 


{Thousands of dollars] 


Amount Amount 


Industrial projects—Continued 
Improvement of power transmission 
and distribution system 
Railway bridge steel 
Creosoting plant 
Ammonium sulfate plant 
Well-drilling project 
Copper and gold mining 
Cement plant equipment 
Pulp and paper 
Alkali plant equipment 
Coal-mining equipment_ 


7,004 
7, 004 


, 163 
109 
207 
669 


316 


4, 167 Industrial projects 


mm 


298 


rad 


nam radio broadcasting 


Pl 


PHILIPPINES 


Indu 


HAILAND 


), S84 Industrial projects—Continued 
Harbor development 
Air-transport development 
Power reh ition and develop- 


nent proje 


, O15 


Public-health pr 


Hospital ind e 
ment 


Bangkok Medical School 


maintenance julp- 





hount 


1,016 
17 
ou 


° 


1s 
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STRATEGIC MATERIALS PROJECTS OF A CAPITAL-INVESTMENT NATURE 


ECA assists the participating countries in financing strategic-materials de 
velopment projects through loans and grants for specific projects. The great 
majority of the contracts are on a loan basis; calling for repayment of the 
amount advanced, plus interest, in the form of materials acceptable for United 
States stockpiling. In addition, most contracts provide an option for purchases 
by the Emergency Procurement Service 

As of June 30, 1951, ECA dollars totaling $23.5 million had been committed 
for strategic-materials projects of a capital-investment nature. Of this total, 
$1.8 million was in the form of grants. The attached tabulation lists all such 
strategic-materials development projects financed by ECA with dollars, whether 
on a grant or loan basis 


Strategic-materials development projects of a capital-investment nature 


finance d 
with ECA dollars—Contracts signed as of June 30.1951 


Participating countryJand name of project Commodities prod 


Total 
United Kingdom 


Kenya Kyanit 
RKhokana 
kk ynolds 

Do 
Alimport 
Kurupung 


France 


Calmet 
Jolis-C MOO 
Mid-Africa EM A¢ 

Do 1 
Zellidja Lead zine 
Le Nickel (New Caledonia Nickel 


lurkey: Bilgin-Maden-. Chrome 

Belgium: Geomines Tin-Tantalite-colum bite 
Denmark: Greenland lead Lead 

Portugal: Beira Port Port improvement 
Greece: Laurium-Med mines Lead-zine 

Norway: Ulefoss Columbite 


NOTE rhe commitments shown are tt { luding commitn f 


rents from tl 
percent counterpart fund which are involved in many of the projects conduct 


i loan basis. 


EUROPEAN INDUSTRIAL PROJECTS 


ECA industrial projects are approved for major construction, modificatien, 
rehabilitation, or equipping of plants, installations, or facilities where substan- 
tial amounts of integrated engineering or dollar procurement are required. In 
practice, the projects are generally confined to those involving $1,000,000 or 
more of ECA funds. The ECA dollar assistance has covered only about 25 per- 
cent of the total costs of the projects, with the participating countries or private 
firms financing the remaining 75 percent. 

It is not possible to identify specific projects as being made on a loan or a 
grant basis, as the loan-grant ratio for any country is based on total ECA aid 
to that country, rather than being identified with individual projects. ECA aid 
goes to the government of the country in which the projects are located rather 
than to the private companies involved. It may be pointed out that while 
many of these projects, such as power plants, help increase industrial produc- 
tion, they are not necessarily a source of dollar earnings. 

The attached list (Congressional Record, July 25, pp. GOS6—-9088) covers all 
European industrial projects approved by ECA through June 30, 1951, 
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Industrial projects approved in ERP countries (in Europe) as of June 30, 1951 


Number of 


ERP Countries projects 


Total cost ECA cost 


Thous. of dol. 
81,779 


50, 523 


Thous. of dol 
36, O86 
15, 190 
9, 529 5, O70 
751,092 148, 354 
, 719 2, 507 

2, 900 32, 512 
875 , 645 

85, HH2 170, 917 
67, 990 26, 872 
29, 660 5, 134 
28, 522 9, 167 
$21, 383 51,018 
205, 869 53, 518 
28, 600 | 540 


Austria 

Belgium 

Denmark. 

France 

Germany (Federal Republic 

Greece 

Iceland 

Italy 

Netherlands 

Norw iy 

Portugal 

United Kingdom 

‘Turkey 

International (Austria-Germany) 
Total ERP country projects 250, 003 | 


565, 430 


> 


Industrial projects approved and ECA-financed costs as of June 30, 1951 


[In thousands of dollars] 


Type of project, company and location 


AUSTRIA 
Total industrial projects approved 
Manufacturing 


Steel 


Mont 
e Mon 


in (OAM), Donawitz, 
in, Donawitz, Austria 
in, Donawitz, Austria 


Austria (blooming mill 

rail and structural mill 
(continuous billet 

(slabbing and bloom 


1e Mont ) 
Austrian Iron & Steel Works (VOES1 


Ing 


Austrian Iron & Steel Works, Linz, 
Austrian Iron & Steel Works, Linz, 


Und Zellstoffabriken A. G 
G 
& Co., 


Karton «& 


m-Josefsthal A. G. at Gratwein, Aus 
il Pulp & Paper Manufacturing Co., 
Und 


Aktiengesellschaft, Ne 


In 


sdorfer Papierfabrik, Nettingsdorf, A 
Raw materials extraction 
Iron ore mining 
Erzberg 
Oil drilling: Rohoel-Gerwinnungs Aktienge 
(oil drilling equipment) 


St 


BELGIUM 
Total industrial projects approved 
Manufacturing 
Steel 
Esperance Longdoz Iron & Steel Co., Lie 


Phoenix Co., 


8 


Flemalle-Haute near Liege, Be 
A. Ougree Marihaye, at Ougree, Belgium 
Cement 


Cimentaries et Brigueteries Reunies, L 


Total industrial projects approved 


, Andritz & Rechberg, 


Austria (hot strip mill 
Austria (reversing cold-roll- 


Austria 


ut Niklasdorf/Mur, Stzk., 


Papier-fabrik, 


Austria 


Frohnleiten, 


Alpine Montan, Fisenerz, 


nN 


tria (pulp and paper mill 
Ltd., at Bruck a. d. Mur, 
Austria 


ttingsdorf, paper 


ustria (pulp and paper 


Austria Iron Ore Mine 


‘lischaft at Vienna, Austria 


Belgium 
lgium 


ixhe, Belgium 
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Industrial projects approved and ECA-financed costs as of June 30, 1951- 


[In thousands of dollars] 


Type of project, company and location Total cost | EC 


. of dol 
36, US6 
15, 190 

f Transportation, communication, and utilities 


148, 35 
9 


BELG!UM—continued 


Power facilities: Isefjordsvaerket (1 FV) Kynby, Denmark (60,000-kilowatts 
thermal 


FRANCE 
Total industrial projects approved 
Manufacturing 
Steel 


Acleries de Longwy at Mont-Saint-Martin 

J.J. Carnaud et Forges de Basse-Indre, Basse-Indre, France 

USINOR (Union Sid‘rurgique du Nord de la France) Montatire ar 
Denain, France 

SOLLAC (Soci‘té Lorraine de Laminage Continu), Hayang 
Ebange, France 

Soci‘té Lorraine des Aci‘ries de Rombas, Rombas, France 

Ste. Anonyme des Forges et Aciéries de Dilling at Dilligen (Saar 


Aluminum 


Etablissements Charles Coquillard, Froges, Franc 2, 000 
Société des Tréfileries et Laminoirs du Havre, Rugles, France » 000 


Petroleum Refining 


Standard Francaise des Pétroles (SFP), Port Jerome, France 

Compagnie Francaise de Raffinage (CFR), La Méde and Gor 
France 

Socony-Vacuum Francaise, Notre Dame de Gravenchon, France 

Rafttineries Francaises de Pétrole de L’ Atlantique, Donges, Franc 

Société Generale des Huiles de Pétrole (SGHP), Dunkirk, France 

Compagnie Frangaise de Raffinage (CFR), La Méde and Gonft 
France 

Standard Francaise des Pétroles (SFR), Port Jerome, France 

Compagnie de Raffinage Shell Barre, Barre, Franet 


Automotive Products 


CIMA, Saint Dizier, Croix and Montataire, France 
Société SIMC A, Nanterre, France 


Société Citroen in French Plants 
Chemicals: Société Naphtachimie, L’Etang de Berre, France 


General industrial equipment: Schneider & Co 
rire cord: Le Blan Compagnie, Lille, France 


Raw materials extraction 


Iron-ore mining: SECM (Société Pour l'Etude du Chargement Mécan 
Lorr 1ine, France 
Potash mining: Mines Domaniales de Potasse d’ Alsace, Alsace, France 


Oil drilling 


Société d’ Etudes et de Recherches Petrolieres, Middle Alsace, France 

Pechelbronn 8S. A. E. M., Alsace, France 

Regie Autonome des Pétroles, Region North of St. Marcet, France 

Société Nationale des Pétroles d' Aquitaine, Southwest France 

Société Nationale du Languedoc Mediterranean, Southwest France 

S. N. Repal (Algeria) SCP (Morocco) and SEREPT (Tunisia) Fre 
North Africa 


fransport ition, communication, and utiliti 
Power facilities 
Boiler equipment for steam—100,000 kilowatt steam ele 
Nantes-C hevire for Electricité de France 
100,000 kw. thermal plant for Charbonnages de France, Dé 


Boiler for steam-electric station at Arrighi for Electricité 


Communications: French Ministry of Posts, Telegraphs, 
Air transport 
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Industrial projects approved and ECA-financed costs as of June 30, 1951 


[In thousands of dollars] 


Type of project, company and location 


FRANCE——continued 


ne, S. A . 
, France and French Overseas Territories 
Aircraft Industry 


Nationale de Constructions Aeronautiques du Sud-ES1 
S. E), Blagnac, France 


reclamation: Extension, Office du Niger Irrig 
1 West Africa 


GERMANY (FEDERAL REPUBLIC 


ndustrial projects approved 


cturing 


lass: Glaswerke Ruhr A. G., } 
etroleum refini 


ssen-Karnap, Germany 


iaft, Erdoel-Raffinerie Ems] 


Gerwerkscl land, Lingen, 


Gsermany 


‘o., S. A. Piraeus, Greece 
‘al Products & Fertilizer Co., 


Raw materials extraction: Coal 
Kimi te 


ry 


‘rritory for Greek Government 


Cransportation, communications and utilities 


Power facilities 
Athens Piraeus Electric Co., Ltd., Athens-Piraeus area, Gro« 
68,.000-kilowatt 


tt thermal electric plant in Eubean Gulf territory for 
Greek Government 


Electric transmissi ! distribution out of thermal 
plant in Eubean Gulf territory for Greek Government 
40,000-kilowatt hydroelectric p/ant at Agra on Vodas 


(ireek Crovernment 


ce 


m, transformation, and 


River’ for 
Electric transmission, transformation, and distribution out of Agra 
plant in Macedonia and Thrace Territory for Greek Government 
50,000-kilowatt hydroelectric plant at Ladhon for Greek Government 
Electrical transmission, transformation, and distribution out of Lad 
hon plant into Athens-Piraeus and Peloponnese Territor 
Greek Government 
5,000-kilowatt h 
Electric transf 


ies for 


ydroelectric plant at Louros for Greek Government 


wmation and distribution out of Louros and in sur 
rounding territory of Epirus 


Engineering and technical studies: Owner/engineer 
ernment on Greek electric-power program 


services to Greek Gov 


ICELAND 
Total industrial projects approved 
Manufacturing 
Fertilizer: Nitrogenous fertilizer plant near Reykjakiv for the Govern- 
ment of Iceland 
Transportation, communications, and utilities 
Power facilities: 


Reykjavik Municipal Electric Light & Power Co. on the Sog River 
Iceland State Power Board on the Laxa River 


Con, 
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Industrial projects approved and ECA-financed costs as of June 30, 1951—Con. 


[In thousands of dollars] 
Type of project, company and location 


ITALY 
Total industrial projects approved 
Manufacturing 
Steel 


ILVA (Alti Forni e Acciaierie d'Italia) Bagnoli 
Fiat, Turin, Italy 

Acciaierie e Ferriere Lombarde Falek, Milan, I 
Cogne, 8. P. A., Aosta Valley, Italy 

SISMA, Villadossola, Italy 

ILSSA-Viola, Pont St. Martin, Aosta Valle 
FERROTUBI (Gia F. 1. T.), Milan, Italy 
Cantieri Metallurgici Italiani (Falek), Castellammare di St 
TERNI-Societa per |’ Elettricita, Terni, Italy 
Acciaie Ferriere Lombarde Falck, Milan, Italy 
REDAELLI, Rogoredo, Italy 


Petroleum refining 


Aquila, 8S. P. A., Teenico Industriale, Zaule, Italy 
Societa Permolio, Rome, Genoa, and Milan, Italy 
IROM (Societa Raffinazione Olli Minerali), Porto Marghera, Ital 


Paper: Cartiere Burgo, Verzuolo and Corsico, Italy 

Automotive products: Fiat, Turin, Italy 

Bearings and other products: Riv Officine di Villar Perosa, Turin and \ 
Perosa, Italy 


Chemicals 


Montecatini, Po Valley, Italy 
Terni, Bagnoli, Italy 
Montecatini Olefin Plant, Ferrera, Italy 


Transportation, communication, and utilities 
Power facilities 


Societa Edison, Genoa, Italy (50,000-kilowatt therm 

Societa Generale Elettricita della Sicilia, Palermo, s 
thermal) ’ : 

SocietA Termoelettrica, Venice, Italy (50,000-kilowatt thermal 

Societa Edison, Genoa, Italy (50,000-kilowatt thermal 

Societa Idroelettrica Piemonte (SIP) near Turin (50,000-kilowatt thermal 

SocietA Romana di Elettricita, Civitavecchia, (Rome) (60,000-kilowatt 
thermal 

SocietA Meridionale di Elettricita, Naples, Italy (60,000-kilowatt therm 

Societa Edison, Placenza, Italy (100,000-kilowatt thermal 

Societa Meridionale di Elettricita, Naples, Italy (30,000-kilowatt thermal 

STEI, near Tavazzano, Italy (120,000-kilowatt thermal 

Azienda ElettricaMunicipale di Torino (A. E. M.) Turin, Italy (30,000- 
kilowatt thermal 


Air transoort: Linee Aeree Italiane 
Raw materials extraction 


Coal mining: SocietAé Mineraria Carbonifera 
Field) 


NETHERLANDS 
Total industrial projects approved 
Manufacturing 
Steel: Royal Dutch Blast Furnace and Steel Co., Ijmulden, Netherlands 
Transportation, communication, and utilities 
Power facilities: Noord-Brabrant (Provinciale Noord-brabant 


triciteitmaatschappij) Geertruidenberg, Noord-Brabant, Netherlar 
kilowatts thermal 


&7360—51 
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Industrial projects approved and ECA-financed costs as of June 30, 1951—Con, 


{In thousands of dollars] 
Type of project, company and location Total cost | ECA cost 


NORWAY 
Total industrial projects approved, 
Raw materials extraction 
Iron ore mining 
Sydvaranger Iron Ore Co., near Kirkenes, Norway 
Iron ore exploration in the Dunderland Valley 
PORTUGAL 
Total industrial projects approved 
Manufacturing 
Steel: Steel tube mill at 8. Joao da Madeira for A. J. Oliveira Filhos & Co., 
LDA 990 
Paper: Wood pulp and paper mill at Cacia for Companhia Portuguesa de 
Celulose 5 , 340 
Transportation, communications, and utilities 


Airtransport: Airport equinment for Portuguese overseas territories , 037 


Merchant and fishing vessels: Equipment for hospital tender for Px 


fishing fleet 295 


Other ; 000 


Irrigation and reclamation: Irrigation and power de 


Valley and the Plains of Vila Franca for the Govern! 


TURKEY 
Total industrial projects approved 
Manufacturing 


Meat packing and storage: Meat packing and cold 
ious plants, for the Government of Turkey 
Raw materials extraction 
Coal mining 50, 83 317 
Republic of Turkey, Zonguldak, coal fields ; . 131 
epublic of Turkey, western lignite coal mines », 186 


re mining: Republic of Turkey, iron ore mines a ivrik 000 


Transportation, communication, and utilities BS, 116 
Power facilities 


Republic of Turkey, Zonguldak 


Sariyar hydroelectric power plant and related 1 
rt: Equipment for airport construction f 


Roads and miscellaneous transportation facilities 
national highway system) 


Railroads and equipment, Republic of Turkey, Zonguldak 
Waterways and harbors 
Republic of Turkey (harbor improvement at Zon 
Republie of Turkey (coal and ore handling equipment for docks at 


Zonguldak 


Engineering and technical studies: Republic of Turkey (technical services to 
be provided in conjunctian with industrial projects approved 





131 


IS6 


O00 


116 
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Industrial projects approved and ECA-financed costs as of 


[In thousands of dollars] 
Type of project, company and location Total cost 


UNITED KINGDOM 
Total industrial projects approved _- 
Manufacturing _- 


Steel SOU 
Steel Co. of Wales, South Wales, England 
Stewarts & Lloyds, Ltd., main plant at Corby, Northa 
England 
Consett Iron Co., Ltd., Consett, England 


OOO 
mpton, 
i §, 200 
5, 600 
Petroleum refining 2. 000 
National Oil Refiners, Ltd., Llandarey Refinery, South Wales, 
England 
Shell Refining and Marketing Co., Ltd., Shell Haven Refine 
England 


(an) 
ry, 
000 
Chemicals nouth, Er 
Automotive: Ford Motor Co., Ltd., Dagenham, England 


INTERNATIONAL 


Total industrial projects approved 


HOU 


Transportation, communication, and utilities 


Power facilities: Austrian-German hydro power plant, Braunau o1 
the Inn River-- 


2, 600 


LOANS ANp GRANTS, DURING FIscAt 1950 ANpd 1951, FROM THE OVERSEAS 


DEVELOPMENT FUND IN SUPPORT OF PROGRAMS AND PROJECTS IN THE DEPENDENT 
OVERSEAS TERRITORIES 


Dollar reserves acquired through exports from individual overseas terri- 
tories do not normally accrue directly to those territories but are absorbed into 
the general dollar reserves of the commonwealth, with control of their use 
resting principally in the metropolitan government concerned. Generally 
speaking, therefore, countries which, in view of their over-all balance-of-pay- 
ments position, have received ECA aid principally on a loan basis (i. e., Belgium, 
Portugal), have also received on a loan basis aid made available for purposes 
of basic economic development in their overseas territories. Similarly, countries 
which, in view of their balance-of-payments position, have received ECA aid 
principally on a grant basis (i. e., France, United Kingdom, the Netherlands), 
have also been given grant aid in support of carefully selected overseas develop- 
ment projects. Such assistance, during fiscal 1951, has been considered part 
of the total made available to any country on balance-of-payments grounds. 
A speeial case has been that of the United Kingdom during the latter half of 
fiscal 1951. When regular ECA program aid to the United Kingdom, involving 
very large grant allotments, was suspended as of January 1, 1951, it was agreed 
and announced that limited aid from the special ECA funds for overseas de- 
velopment and technical assistance, which had previously been made available 
on a grant basis, would be continued during the balance of the fiscal year. 

Nearly all of the projects receiving aid from the ECA overseas development 
fund are not of a directly self-liquidating type; they are of a public-service 
character, calculated to pave the way for increased subsequent productivity 
in the areas, with private investment playing the predominant role. Aid to 
governments in support of such non-revenue-producing public-service projects 
has involved both grant and loan aid. (Assistance to private firms and, 
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in a few instances, to governments, for the production of mineral and other 
strategic materials has been extended on a basis of advances repayable in 
specific materials for the United States stockpile. ) 

In the attached list of projects, where no figure is shown for a project under 
the column head.d “Direct ECA dollar aid to project,’ no direct dollar costs 
been incurred; such projects were submitted as part of a Comprehensive justi 
fication for additional economic assistance to territories in the form of com- 
modity imports from dollar areas. 


List of capital-nvestment projects presented and approved as justification for 
grant aid from the overseas development fund 


IN THE TERRITORIES OF THE UNITED KINGDOM 


[In thousands] 


Estimated 
over-all 
costs, 
United 
States dol- 
lar equiv- 
alent 


Fiscal vear 1949-50 
‘Nyasaland road-development project $1. 400 
2. Nigeria road-development project 9. &00 
Sierra Leone road-development project 2 
4. Gold Coast road-development project 5. 600 
5. Northern Rhodesia road-development project , O54 
6. Somaliland Reservoir construction project R4 
7. Mauritius agricultural-equipment-pool project 60 
&. Jamaica (Mid-Clarendon) irrigation project 280 
9. Cyprus antierosion program project $25 
Sarawak road-development project 400 
North Borneo road-development project 000 

1 year 1950-51 
Kenya road-de velopment project 5. 600 
Malta power projec =] 
Malaya road-development project = 670 
British Borneo lumber project TOR 
Nigeria road program 2 040 
lranganyika roads, Morogoro-Iringa , 360 
Northern Rhodesia, Broken Hill-Tunduma Road 800 
Nigeria, Enugu Colliery a10 
North Borneo wharves 904 
Sierra Leone road bridges 420 
Gold Coast railroad project 2 800 
Tapakuma drainage and irrigation, British Guiana 242 


>» Qr72 


IN THE TERRITORIES OF FRANCE 


Fiscal year 1949-50 

1. French West Africa road-development project 

2. French Cameroon road-development project 

3. French Equatorial African road-construction project 

4. Conakry iron-ore-deposit project 

5. Algerian soil conservation 

6. Morocco rice-cultivation project 422 

Fiscal year 1950-51 

Morocco 
1. Djerada coal development 600 
2. Djerada water supply , O85 

Casablanea power distribution 570 
4. Electric-power-transmission system 2, 230 
Stock-watering and small irrigation projects 2, 500 

6. Petroleum pipeline and refinery 2, 280 
7. Cellulose (rayon pulp) plant 7,715 
&. Water supply for Moroccan coastal cities 000 
9. Casablanca water distribution O85 
10. Massa Valley irrigation project 400 
11. Casablanca: Workers’ housing project , 285 

Algeria 
12. Electric-power transmission 985 
13. Bone and Oran steam-power plants 140 
14. Wheat-storage facilities 285 
15. Petroleum development , 850 
16. Oran and Mers-el-Kebir water supply 5, 430 


See footnote at end of table. 
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List of capital-investment projects presented and approved as justification for 
grant aid from the overseas development fund—Continued 


IN THE TERRITORIES OF THE UNITED KINGDOM—Continued 


[In thousands] 


Fiscal year 1950-51—Continued 
Other territories 
17. Port of Conakry (French Guinea 
18. Niger Valley irrigation (French Sudan 
19. Railroad reconstruction (French West Africa 
20. ‘Transportation system (French Equatorial Africa 
21. Power development, Brazzaville area (French Equatorial Africa 


"> 


22. Water Supply, Brazzaville 
23. Water supply, Douala (French Cameroons 
24. Douala, Fort Lamy road link 


IN THE NETHERLANDS TERRITORY, SURINAM 


Fiscal year 1950-51 
1. Surinam: Eysvoogel land-reclamation | 


Due to the long-term nature of the Algeriat 
being maintained at a considerable annual cost 


The CuarrmMan. Right there, will the Senator permit me? I would 
like to have a breakdown of some of these figures. Here is-* Asia 
and the Pacific, $555,000,000." We dom t know where that $555.000,- 
000 is going. IL would like to have a list of each country, how much 
it is proposed to give it and the kind of program it is to be. ‘This 
is a blanket allocation of a great lot of money, and the Administrator 
of the ECA can dish it out to suit himself. 

Senator KNowLanp. I would like to have it for Europe, Asia, and 
the Middle East. 

Mr. Grirrin. That is the military program you are referring to, 
the $555.000,000. 

Senator Smiru of New Jersey. lL understood Mr. Horace Smith was 


getting the figures now along that line, of the breakdown between 
countries, as between military, economic, and technical aid. 

(Classified data has been supplied to the committee. ) 

The CHairrman. Mr. Griflin says 1 was talking about the military. 
There is another item of $262,500,000. That is not military, is it? 

Mr. Grirrin. No, sir: but that is broken down in these tables. 

The CHAIRMAN. I want it in the bill. I want to get it here so I 
can see it. If I have to hunt up a table, you might lose the table and 
then we would be in a hell of a fix. 


DIFFERENCE BETWEEN TCA AND ECA AID 


Senator Lopcr. Mr. Chairman, I would also like to have an author- 
itative statement by somebody as to how we distinguish between ECA 
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and TCA, and where we use one and where we use another, and why. 
It isn’t clear to me at all. 

The Cuatrrman. What’s TCA? 

Senator Loper. Technical Cooperation Administration. They seem 
to be doing identically the same thing, and I don’t think 

Senator Futsrieur. I think they intend to take point 4 out of all 
these countries ECA is going into. Point 4 has been in India. Under 
this program they get out of India. 

Senator Lopce. W hy do they get out ? 

Senator Futpsricur. ; don’t know that. They don’t intend to 
have them both operate, but they are supplanting point 4 with ECA. 

Senator LopGe. Why don’t you have one agency doing one function 
everywhere? Why have two agencies doing the same function 4 

Senator Fuusriaur. ECA is running out of something to do 
Ke surope and they have to go somewhere else or go out of business. 

Senator Lopce. Why not have them go out of business? 

Senator Futsricir. They don't want to go out. 


CLAIMS TO EAST GUINEA 


Senator Green. What is the status of the respective claims of Indo 
nesia and Holland as to East Guinea ? 

Mr. Rusk. Those claims are being actively pressed by both sides 
and there is an impasse on that question. 

Senator GREEN. Has it come to fighting ? 

Mr. Rusk. We don’t expect fighting to break out over that issue, 
but there will be a period of considerable political tension until that 
question is settled. It is also relevant that Australia has asserted 
an interest in the settlement of that question, because of its relation 
to the security of Australia. We have been pressing all sides to keep 
that question in the process of discussion and negotiation, in the 
processes of peaceful settlement, and we have urged upon the govern- 
ments of both sides not to contribute to the inflammation of public 
ee in the two countries so it would make a settlement difficult, 
but that is a very difficult question to settle. 

There is no immediate prospect of its settlement. 

Senator Green. It will have quite a bearing on the ability of In- 
donesia to repay any loan. 

Mr. Rusk. We do not expect that to be an issue which will involve 
violence and fighting, nor a basic split with the Netherlands in a com- 
plete economic sense. It may affect the arrangements by which the 
Netherlands-Indonesian Union was established, but even there, if 
that union were seriously modified, there would still be bilateral agree- 
ments between the two making necessary economic adjustments be- 
tween them. 

Senator Green. You referred to Australia’s interest. I can under- 
stand her interest, but what claim wouid she have? 

Mr. Rusk. I was simply noting that Australia was asserting an in- 
terest. I did not attempt to comment on whether the claim was prop- 
erly founded. 

Senator Green. What is the nature of it? 

Mr. Rusk. Simply that here is an area whose status is important to 
Australia’s defense; also, an area which is the other half of a large is- 


land. half of which is under Australian control, and is of vital inter- 
est to Australia. 
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AUTHORITY OF PRESIDENT TO ALLOCATE FUNCTIONS 


Senator Savronsratn. Mr. Rusk, have you found the answer to sec- 
tion 303 (e), on page 9, as to why the functions of ECA are to be deter- 
mined as the President may see fit ? 

Mr. Rusk. Senator, I am furnishing that for the record at that 
point yesterday. My check overnight on that indicates that that sec- 
tion was put in there to permit the President to turn over to the Army 
in Korea certain functions which ECA was performing in Korea, and 
to permit the President to unify the economic relief responsibility dur- 
ing the course of present military operations under Army jurisdiction. 

Senator Sarronsrauu. If it is confined to Korea alone, we could 
limit that discretion to Korea, could we not, rather than leave it so 
broad that he could do it in every country ? 

Mr. Rusk. I have asked for a more detailed report on that. I am 
not prepared at the moment to give you a full answer. The basic rea- 
son for the subsection is the Korean problem. If I may, I would prefer 
to file a fuller statement for the record. 

(This statement has been included previously in the record.) 

The Cuamman. We expect to recess at 1 o’clock. I hope Dr. Griffin 
can complete his presentation before that time. 


ASSISTANCE TO THE PHILIPPINES 


Mr. Grirrix. Mr. Chairman, I would like to mention in passing, 
before the loan subject is closed, that we have been talking about loans 
with the Export-Import Bank for this entire area over a period of 


months. At the present time an Export-Import loan team is in the 
Philippines working with our mission on a prospective loan progr: im 
for the Philippines. The $35.4 million of assistance that we are ask- 
ing for on a grant basis to the Philippines will not cover capital-im- 
provement oper: itions in the Philippines. 

The CuarrmMan. We have just given the Philippines about $500. 
000,000, haven't wef Now they want this on a grant basis and we 
will never get any of it back. 

Mr. Grirrix. The United States grant aid proposed for the ECA 
to administer is under a programing arrangement with the Philippine 
Government whereby we will participate with them in how this money 
is expended and for what purposes, which will be chiefly in the field 
of trying essentially to abate the causes of the unrest that has m: _ 
this Huk movement in the Philippines a threat to the existence of : 
Philippine Government that is free and independent. 

That is the basic purpose of the developments that are proposed in 
this grant program. The grant program will diminish year by year. 
The recommendation of Mr. Bell’s mission was for a total of $250,- 
000,000 in American aid. 

Senator Fu.tsricur. Grant / 

Mr. Grirrin. No, sir; grant and loans. 

Senator Fusrienr. In what proportion ? 

Mr. Grirrin. He didn’t set it up in mathematical proportions, but 
he did delimit certain areas of assistance which would be properly 
grant assistance, and other areas which were in the nature of capital 
improvements that would be loan assistance. 
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EXTERNAL DEBT OF FAR EASTERN COUNTRIES 


Senator Futsricutr. What is the external debt of the Philippines? 
I think we ought to have that on each one of these countries. [ would 
like to know whether they really owe anyone anything, and +hhow 
much. It is a significant factor, I think, in considering whether or 
not they can make a loan. 

Mr. Grirrin. We have it all here. 

Senator Futsrieur. I believe a little table ought to be supplied for 
the record, so we will all know exactly what the external debt of each 
of these countries is. 

(The matter referred to is as follows :) 


EXTERNAL Pusiic Dest oF Far EASTERN COUNTRIES RECEIVING ECA AID 


As of June 1951, the external public debt of the far-eastern countries in which 
ECA is conducting grant programs is estimated as follows: 


Evternal public debt of far-eastern countries, estimated June 1951 


{Millions of United States dollars or dollar equivalents] 


Formosa : 
United States debt: 

Prewar and wartime debt, including interest in arrears__ 

Postwar loans, excluding interest in arrears: 
Export-Import Bank credit 
Maritime Administration loan 
Credit agreement offset to grants 
Surplus property loan ee 
Army surplus property loan 


Total United States debt 
Canada (postwar loan) 
United Kingdom 
Other 


Total 


Philippines : 
United States debt: 
Reconstruction Finance Corporation loans 
Funded Philippine debt 
Philippine dollar bonds 


RUNNIN Ss ciicresieis 
Indochina 


Burma (sterling debt): 
lo India 
lo United Kingdom _-_ 


Total 
United States debt 

Total 

Indonesia: * 
To the Netherlands 


1Not available 


2 Excluding the credit line opened by the Export-Import Bank in 1950 on which drawings 
by the Indonesian Government have not yet begun 
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each 
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Indonesia—Continued 
Others: 
United States surplus property credits = : 
Economic Cooperation Administration (Export-Import Bank) 
credits_____ Ee 
Canadian loan 
Australian loan 


Total els 
Grand total - 
Thailand: * 
United States debt 


Sterling loan 
Sterling war damage 


Total 


> Excluding the $25.4 million loan granted by the International Bank for recons 
and development in 1951 on which Thailand has not yet begun drawing 


# Estimated 
Mr. Grirrin. The external debt of the Philippines is extremely 
small, 895,000,000. 


RESOURCES OF THE PHILIPPINES 


Senator Futsricur. I don’t understand why they can’t support 
loans, in this case. I understand it is a rich country, isn’t it—a poten- 
tially h country if they have reasonably good government? 

Mr. Grirrix. Potentially it is a wonderful country, but they have 
been suffering from delevicandiies since the war. 

Senator Futsricur. The Government is at fault, isn’t it? It isa 
very bad Government, isn’t it ? 

From everything we read about it it seems to be a very corrupt 
Government, from what we read in the press. 

Mr. Grirrrx. But we are endeavoring to take on responsibilities to 
improve the functioning of that Government. It is asking us to do so. 

For instance, in technical assistance in that field we are supplying 
people in almost every category of government. 

Senator Futsrigutr. My only point is that if the Philippines is rich, 
as I understand it is, it seems to me we are doing a great deal to ad- 
vance them some money on favorable terms, but in the ultimate 
wind-up of this thing TI don’t see why they shouldn't pay it, or at 
least agree to pay it, assuming we can be successful in creating a stable 
government. If we don’t do that, it is going to be lost anyway, and we 
will lose our money, too, but it seems to me if they do succeed, where 
they don’t owe anything, and you compare their potential situation, 
assuming things go well, in 15 or 20 years they will be a lot better off 
than the individual citizen of this country on a per capita basis, 
don’t they ¢ 

Mr. Grirrin. I wouldn't agree with that, not by any means. 

Senator Futsrieut. They certainly wouldn’t be as indebted as we 
are individually. 
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Mr. Grirrtn. I am sure of that. 


Senator Fuisrient. I can hardly think of anyone that would be, 
in any of these countries. 


MAKING LOANS INSTEAD OF GRANTS 


Assuming we are successful, of course, if we lose we will have chaos, 
I apes then it seems perfectly logical and not grabby or selfish 
at all, but perfectly good business from their point of view and ours, 
that we will advance the mone y, and they pay it back if they are suc- 
cessful. It is not a bankable loan; it is really a political loan, isn’t it? 

Mr. Grurrin. Yes, sir. 

Senator Futsricur. With a very great risk you are taking. We 
don't pretend to charge them interest commensurate with the risk. In 
fact, if it was interest free that could well be, but in the final wind-up 
of this business they all have materials we need and will require. I 
don’t see anything wrong with their agreeing that if it is successful 
they will pay, including the Philippines. 

Senator Knownanp. And we could point out to them that in our 
dealings with our own people in reclamation they pay back. 

Senator Futsrienr. It is somewhat the same idea, only there is a 
much greater risk in this area than there is with our own. 

Senator KNow1anp. In other words, we are not discriminating 
against them or the Europeans. Mid are treating them as we treat 
our own people on the situation. I don’t think that has been empha- 
sized perhaps enough with them, to point out. the practical means 
that we do in our own reclamation laws. 

Senator Futsricur. It is a very great favor to advance people who 
don’t have a good credit rating money on the basis that they will pay. 
That in itself is quite a gift; but we go beyond it, I think. T think 
the point Senator George made is important, that there just isn’t any 
limit if it is a grant. They will consider it themselves and take it 
more seriously, and even exert themselves better, more forcibly, if. it 
is in the nature of a loan. I do not think people react properly to 
grants. I don’t know whether they are careless about it. What the 
hell, it doesn’t make any difference. 

Senator Savronstauty. Isn't that the basis here at home in the 
United States, where some of our finest citizens have made their starts 
in life where they have been given loans that were unbankable loans 
and worked their way up and got started ? 

Senator Futprieur. It seems to me it is so much better psychology. 
You still would have certainly an opportunity to go in there and 
participate with them. That is not a bad condition to impose even 
with a grant, that you be permitted to participate in the way it is 
spent, which is one of the objectives you have expressed in your deci- 
sion to make it a grant. 

I don’t see, in these countries that are potentially as rich as I under- 
stand these are, why they couldn’t be on that kind of basis. 


PREVIOUS GRANTS GIVEN THE PHILIPPINES 


The CHarrman. We have ruined them—the Philippines—by just 
handing them out money and handing them out money. 

Senator Futsrienr. And they are not going to be satisfied to begin 
to pay anything to us. 
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Senator, I certainly am inclined strongly to making some kind of 
a loan in these particular countries. 

The CHarman. We are paying all of their war losses, aren’t we? 

Mr. Grirrin. No, sir. 1 think we will have paid approximately 
40 percent of their w ar losses. 

Mr. Rusk. The assistance given under the Philippine Rehabilita- 
tion Act of 1946, amounting to approximately $540 million, is com- 
pensation for war damage and as such an advance on their repara- 
tions account. 

The CHarrmMan,. That is what I was talking about a while ago. 

Mr. Rusk. The Filipino estimate of their reparations for war dam- 
ages runs in the neighborhood of 6 to 8 billion. 

The CHarrman. Oh, yes: and they want us to pay that. 

Senator Sauronstraty. In addition to that, Mr. Chairman, I think 
I am correct in saying that there are the war reparations claims which 
are entirely apart from the money we have advanced, and those are 
now pending before Congress, before the Appropriations Committee. 

Mr. Rusk. And there have been a substantial number of American 


expenditures in the islands for military and other accounts, to a total 
of approximately $2,000,000,000. 


MAKING SOME PROVISIONS FOR LOANS 


Senator KNow.anp. I think there are some of these programs that 
you have been talking about that clearly would not be on a loan basis. 
T don’t know what Senator Fulbright is doing, but I am particularly 
directing my attention to putting it on a loan basis to those which are 

capital investments, such as electric power plants and perhaps irriga- 

tion projects and certain other developments of that kind—industry 
that might go in. It seems to me consideration might be given to 
that. It may not work out in every country or in every case, but I think 
a lot more could be done in that regard than perhaps ECA has done 
to date. 

Senator SavronstaLL, May LI ask Mr. Rusk one question / 

Mr. Rusk, I would like to ask you and Dr. Griffin, as listened to your 
discussion this morning and yesterday, doesn’t it come down pretty 
nearly to this from the point of view of the committee: We have to 
determine what we believe is the over-all amount that this country 
can afford to put into these programs, and then when we have deter- 
mined that over-all amount, determine how to break it down psycho- 
logically, economically, and morally, if you will, between these various 
countries in the Far East and in Europe and all over the world. 

Do you agree with that ‘ 

Mr. Rusk. Sir, I think it will be difficult—— 


BASIC CONSIDERATIONS IN PROGRAM FOR ASIA 


Senator SALronsTaLL. We don’t have to take this absolute figure 
that you have set. We could up it a little or could down it some ‘ 

Mr. Rusk. That, of course, is the way in which the Congress will 
have to act on these proposals, but I don’t think it can be allocated 
to these countries right around the world on a basis of equitable alloca- 
tion, country by country, on the basis of a policy that it would be a 
useful and pleasant thing to do. 
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I think it is important to have in mind that in the case of these 
southeastern Asian countries, and the other programs we have in south 
Asia and the Pacific area, the origins of the program came from the 
threat of the collapse of these countries and the fall of these countries 
into the hands of an enemy, and that the problem we confront, there- 
fore, is what we should spend modest amounts now in a reasonable 
effort to prevent massive expenditures later to deal with the situa- 
tion which the loss of these countries would create. 

The considerations that were advanced by Senator George are fun- 
damental, and throw a very heavy responsibility on everyone in Goy 
ernment to keep them in mind all the time. I think that the respon- 
sibility for saying that we should spend this much and not more, and 
not less, is a very heavy one which weighs upon all of us. But so long 
as this part of the world is not under Communist domination, of course, 
the most pressing problem is, “Are you spending too much? Are 
vou wasting effort / Are you doing everything you can to use other re- 
sources? Are these countries helping themselves as much as possible ?” 

Behind that. however, is the shadow of another question, that if we 
have underestimated a requirement, if we spend too little now and 
these countries do fall through any lack of effort on our part, and I am 
sure that is not the only thing that would make them fall, but if 
through lack of effort on our part we contribute to their fall and then 
we have to face the far larger expenditures which that situation would 
force upon us, then the difficult question would be, “Why didn’t we 
spend more?” 

Senator Savronsrauut. There is nothing holy or sacred about the 
exact figures. 


Mr. Rusk. No, sir. We cannot say that for a particular $100,000 
we can guarantee X-plus-1 result. It cannot be reduced to terms ahd 
as accurate as that. But we do believe that taking into account thei 
abi ity to help themselves, their ability to borrow, their ability to ae 
sorb this aid effectively in light of the local sec urity situation in each 
country, the general level of programs which we have in mind here is 
reasonable and adequate for the present situation. 


SIZE OF THE BURDEN ON THE UNITED STATES 


Senator KNownanp. Mr. Rusk, in line with what Senator Fulbright 
pointed out a while ago in calling attention to the low public debt of 
some of these countries, and following up Senator George’s earlier 

statement on our budget problems, I just received some figures vester- 
dl: ay, to bring it a little more pointedly home. 

California, which is considered to be a relatively rich State in re- 
sources and diversified production, has a total assessed valuation of 
$13.000,000,000, approximately. Our share per capita of the national 
debt of the Federal Government amounts to $18.000,000,000, for that 
one State alone. Our total Federal debt is something over $265.000,- 
000,000. So when you get these figures on our debt and the figures that 
Senator George has mentioned on our tax situation, it does present a 
problem, having in mind that if America collapses economically we 
take the whole free world with us. 

So I think that we have to, in this committee and in the Appropria- 
tions Committee, very carefully examine all of these programs. 
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Senator SatronsraLL. Another set of figures, Mr. Chairman, if 
you will permit me. The Massachusetts share, as I understand it, of 
taxes, this year is about half of her full assessed value. 


END-USE CONTROLS IN THE PHILIPPINES 


Senator Futsricur. 1 wanted to ask a question somewhat along 
that line. In the case of the Philippines, now, we have heard very 
scandalous stories about the corruption of the government itself. 
Supposing we undertake to furnish them this money. Will they 
permit you and have you required that you shall have access to 
their accounting methods to determine where the money goes— 
Whether it goes into the pockets of the wife of the President or the 
Vice President or ie it is that is involved, or whether it is 
actually spent for these purposes? Do you follow it up and super- 
vise and check upon the way it 1s spent? And, also, will they per- 
mit you to, or can you, insist that a proper tax structure be instituted 
in these countries, to t: ake the Philippines as an example? 

Mr. Grirrin. Yes, sir; we can go quite far in that respect. They 
are asking us to. 

( Discussion was continued off the record. ) 

Senator Futsrigur. Can you, or do you propose to, insist that 
they put In an adequate income tax, for example / 

Mr. Grirrin. Indeed we are. 

Senator Futsricutr. They haven’t had one, have they ? 

Mr. Grirrix. No. But here is what has already been done. 

When Mr. Bell returned and made his recommendations, those 
things were studied in the executive branch and the President de- 
termined that he would recommend an aid program for the Philip- 
pines only if the Philippines would agree to set up certain stand- 
ards first, and he left that to Mr. Foster, of ECA. He was accom- 
panied by the acting chief of our mission, and myself, and the Foster- 
Quirino agreement was drawn up as a result of a negotiation which 
took place in Manila, in which the government agreed to increase 
their tax income and balance their budget: it agreed in effect to a 
60-percent Increase in government revenues; it agreed also to a min- 
imum-wage law, both for rural and industrial labor, and it agreed 
to ask congress fora joint resolution of both houses of congress that 
they would implement the reforms advocated in the Bell recom- 
mendations. 

Senator Futsricur. Did they permit you to put your representa- 
tive there to see that they did it? I realize that the ‘vy agree to these 
things and then frequently do nothing to achieve them. 

Mr. Grirrix, They passed this legislation. 

Senator Funsricut. Are you permitted to follow the money and 
see where it is actually spent, in the nature of an audit of expenditures 
you have made? 

Mr. Grirrin. We expect to. It iscommon ECA practice. 

Let me read a list of the people we are furnishing their Government 
agencies: Government procurement specialist; statistician and eco- 
nomic analyst; Government accountant: economic coordination ad- 
Viser ; import control specialist; general fiscal adviser; general tax 
adviser; tax administration adviser; tax enforcement adviser; tobacco 
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tax specialist; excise tax collection specialist; customs specialist ; 
grading and standardization specialst. These are people right in the 
field of government to give technical assistance and guidance. 


NATURE OF CONTROLS IN INDONESIA AND BURMA 


Senator Furrricur. Do you do the same thing in Indochina or 
Indonesia ¢ 

Mr. Grirrix. Your problem in Indonesia isn’t the problem of the 
Philippines. The problem in Indonesia is that they haven't got enough 
hands. We have to send in people there not just as advisers. If we 
think we can get away with advisers we won’t get away with any- 
thing. They don't like advice. They like to be shown how to do it by 
people who can roll up their sleeves and demonstrate and do it with 
them. 

Senator Fu.srieur. Are you going to do that 

Mr. Grirrin. Yes, sir. 

Senator Futsrieur. Will you put an accountant in there to show 
them how to keep accounts of government expenditures ¢ 

Mr. Grirrin. If they ask for it; yes. ; 

Senator Grirrix. Won’t you ask for i 

Mr. Grirrin. I think there they want i supply their needs in their 
own way. They may not want an American; they may want an 
Austrian and pay for him themselves. We might prefer, and we do, 
to have technical assistance as international as possible in Indonesia. 

Senator Futsricgur. How about Burma’ The same way? Will 
they accept supervision to see that it is properly done ? 

Mr. Grirrinx. Not supervision; no. 

Senator Futpricur. Participation; then? 

Mr. Grirrin. Participation, yes. That is partly what the engineers 
are for, and besides the engineering staff there will be an economist 
on the staff, too. 

Senator Futsrient. Tam thinking particularly of the Government, 
the way the expenditure by the Government is carried on itself. You 
turn this money ovet ante Government, don’t vou? 

Mr. Grirrin. No, si 

Senator Futsrienr. U Itimately doesn’t it go to them ¢ 

Mr. Grirrix. No, sir. The only money that goes directly into the 
hands of the government is the counterpart account, and it cannot 
be drawn down without our approval of the project as irae and 
useful. That is a common practice of the ECA and is written in the 
bilateral agreement with all countries. 

Senator Futsricut. I realize that the objective is a matter of nego 
tiation. What concerns me is the actual expenditures, the further 
step beyond not only the agreement as to what is to be achieved, but 
the step to see that it is achieved. In he Philippines the agreements 
were achieved, but somebody took the money before it ever achieved its 
purpose, that $500,000,000, 

Senator KnNow.anp. If we have any experts over there to teach 
them how to balance their budget, we might borrow one of them for 
back here. 

Mr. Grirrin. I want to remark, too, sir, that in the Philippine 
program of $35400,000, half is for maintenance of essential supply 
and to furnish counterpart funds. 
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The CHairMan. ge how near through are you ? 

Mr. Grirrixn. Well, sir, I would like to talk about Formosa. That 
is where nearly half of our money is going. 

The Cuamman. You have been waiting a long time to start. We 


are going to have to recess here in a minute. You can come back 
after lunch, can you? 


Mr. Grirrin. Yes, sir; if you wish. 

The Cramman. We are anxious to wind up all this Far Eeastern 
business this afternoon. We have Mr. McGhee here, and Mr. Hicker- 
son and Ambassador Pawley. We want to finish you up this after 


noon, We pushed General Br adley over to tomorrow 1n order to 
make way for you. 


THE FORMOSAN PROGRAM 


Mr. Grirrix. Mr. Chairman, it might be possible, although the 
amount is large, to settle Formosa on a different basis of argument. 

Formosa is a central point in United States policy. It is the island 
in the island chain that the United States Government has determined 
should not be lost to the Communists. 

The CuarrmMan. You have Chiang Kai-shek over there. He isn't 
going to let the Communists take it. 

Mr. Grirrin. He has no money any more, sir. It is gone. 

The Cuarman. What did he do with all the money he was given / 

Senator GREEN. What proof have you that it is gone / 

Mr. Grirrix. He maintained a military establishment. Those 
funds were used for the maintenance of the economy of the island, 
also, beyond what United States aid had been providing ; and liter 
ally to the best of everybody’ sknowledge the money 

The Cuamman. Yes: Lam sure of that. 

Mr. Grirrix. We now have a dollar gap of maximum proportions. 
United States peeetees aid for the Governme: it of China for fiscal 
1952 will amount to 53 percent of the total import costs of that coun- 
try. The capital investment part of our program is to try to help 
vet usa little bit off the hook. 

The Cuairman. Do you mean the Chinese on the mainland or on 
Formosa / 

Mr. Grirrin. On Formosa. 

Senator Green. What are you going to do for the 

Mr. Grirrin. A great deal has been done for the Formosans, at 
least to keep a steady base, and I would like to have Dr. Moyer, who 
is sitting here, tell you about it. 

The Cuamman. We stand in recess now until 2: 30. 

(Whereupon, at 1 p.m. a recess was taken until 2:30 p. m. of the 
same day.) 


Is gone. 


Formosans / 


AFTERNOON SESSION 


noon 


The committee reconvened at 2:40 p. m., pursuant to the 
recess, Senator Connally presiding. 

Present from the Committee on Foreign Relations: Senators Con 
nally (chairman), Green, McMahon, Fulbright, Gillette. Wiley, Smith, 
Hickenlooper, and Lodge. 

Present from the Committee on Armed Services: Senators Salton 
stall and Knowland. 
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The CuHatrrMan. The committee will come to order. 
Very well, Mr. Griffin, you may proceed. 
You wanted to talk about Formosa, I believe you sald. 


THE PHILIPPINE PROGRAM 


Mr. Grirrin. I would like to. Before going on that, I would like 
to make a few brief remarks about the Philippine matter, which was 
covered lightly. 

Fifty percent of the allocation that we have proposed for the Philip- 
pines was for the maintenance of essential supply and consumer goods. 

The CHatrmMan. That is economic ? 

Mr. Grirrin. Yes, sir, and to provide counterpart. 

The Cuairman. Do you mean we are buying stuff to give them to 
eat and wear? 

Mr. Grirrin. No, sir. 

The Cuatrman. What is it? 

Mr. Grirrix. This is to provide for the community various indus- 
trial supphes which will be used for their own production. There 
will be very little in the way of direct consumer goods. 

The Cuarman. You said consumer goods and that is why I asked 
you that question. 

Mr. Gruirrtn. It is merely for maintenance of essential supply in 
industry and certain forms of agriculture. For instance, the fer 
tilizer that was recently delivered to the Philip pines is now being 
distributed to the farmers and s a part of that maintenance of essen 
tial supply. That provides counterpart which helps to finance the 
agricultural and health and educational and other ait of the 
program. 

Phe CHAIRMAN. I do not see why we should fertilize the Philippines. 
It is supposed to be naturally a rich soil and a rich country. Why 
can they not prov ide themselves with some fertilizer ? 

Mr. Grirvin. This is the beginning of an effort to have attention 
paid to the farmers. No such attention has been paid to the rice 
farmers, who are the small farmers. It is in the area of the small 
farmers that we are endeavoring to lessen the difficulties that have 
afflicted them and that have led many to join the Huks. 

The Cuarrman. The Huks are cutting up mostly about not hay ing 
any land allotted eee is that it? 

Mr. GrirFin. No, it is not only land. Many of them are tenants. 
Most - those who ‘ill receive this fertilizer are tenants, in all pro b 
ability, but there has been a general ineffectiveness or lack of attention 
eka farmer inthe Philippines. 

The CHatrman. I did not want to divert you too much on the sub 
ject of the Philippines, Proceed. 

Mr. Grirrin. We consider that program of great importance and 
the capital investment part of it will be undertaken by the Export 
import Bank on a loan basis. 


SIZE OF THE FORMOSAN PROGRAM 
Now, to come to Formosa, we have in Formosa the largest aid pro 


eram inthis whole area. As a matter of fact, it is almost as large as 
the program for the other five countries in southeast Asia. 
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The Cuairman. Do you mean we are putting into Formosa as much 
as we are.in all the rest of Asia / 

Mr. Grirrix. Almost as much as we are putting into all the rest of 
southeast Asia, yes, sir. The necessity for that is obvious. 

The CHatrmMan. It is not obvious. Tell me what it is. Something 
that is obvious is something you can see. Why is it obvious ¢ 

Mr. GFRIFFIN. Sir, Formosa is an isl: und. The only e xporté ab le ] rod 
ucts are, chiefly, sugar: secondly and on a far sm: ler scale, rice; and 
then various other small exports of products which I mentioned 
previously this morning, 


EXHAUSTION OF NATIONALIST RESERVES 


That is their only way of earning foreign exchange. The reserves 
of the Chinese Government have been exhausted. 

I have a cable here from our mission which was concurred in both 
by General Chase of our MAAG, and Mr. Rankin, our Minister at 
the Legation on Formosa, stating this condition, which I will have 
to paraphrase, 

The generalissimo again has authorized the Central Bank to use 
sole vold to help mieet the Chinese (vovernment budget deficit. How 
ever, the total cold that exists now in the hands of that Government 
which is not required as currency reserve amounts to no more than 
i4 million United States dollars. It will be used up very quick ly. 

In short, we have a situation where this Government, in its self 
support in the past few vears and in the maintenance of its armed 
forces, has exhausted its reserves. 

The progr ium in Formosa is justified on the basis of United States 
national poliey ; It is not an economic program in aly other 
It must meet a dollar gap which exists in that locality in 
keep that economy from going completely to pieces, 


sense. 


orde} Td 


COUNTERINFLATION PROGRAM ON FORMOs 


Our program there is very largely counterinflationary. The ex 
perience that we have had on the mainland of China indicates very 
clearly what hap pens to the people when run-aw: LN inflation takes 
place. It took place on the mainland and caused disaffection among 
all elements of the Chinese society—chiefly among the farmers, but 
also caused disatfection anions bankers On the mainland as well, 

If run away Inflation takes P lace on lormosa, we will have rotted 
out from underneath everything we are trying to do to preserve that 

island, including eve rvthing we are doing in a military sense to pre 
serve it, 


ECONOMIC ASSISTANCE TO FORMOSA 


Our program, therefore, this year, which may not prove to be suf 
ficient, is divided venere ally Into oe parts. 

One part is importation of common-use items for 
ices. That amounts to 812,700,000. We just allocated 
amount, $12,500,000, for the same purpose out of the tail end of fiseal 
1951 funds. 


the military sery 
a similar 


ao 
‘ 
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Senator KNowLanp. When you say “common use items,” would you 
say that would be such as strengthening bridges so that the military 
could use them and improving rail transportation so that troops could 
move ¢ 

Mr. Grirrin. No, sir, that is in our industrial program, and that 
is Why it is so vital to the defense of the island. 

Senator Know.Lanp. Could you give us an example of the common 
usage ¢ 

Mr. GrirFin. Yes, sir. 


PAST AND PRESENT ECONOMIC CONDITIONS ON FORMOSA 


Senator Green. As I understand it, the island is far worse off than 
when Chiang Kai-shek went there. 

Mr. Grirrin. The best di iys of the island economic ally were under 
Japanese rule. The island is not worse off now than it was in 1949 
insofar as the people of the island are concerned. We think that has 
been hele lona fairly level base, but it is impossible for that island, 
out of its production or out of the amount of aid we have so far given, 
expensive though it seems to us, to support itself; to support a military 
establishment of this size—-it has never been expected of a place of 
that size in history insofar as [ know—and to support the large num 
ber of refugees that are there, plus the Nationalist Government. 

As long as the policy of the United States Government is to pre 
vent Formosa from falling into the hands of the Communists and to 
assist the Nationalist Government in the defense of Formosa I do not 
see how we have any other way to turn, except to estimate as ac 
curately as our best economists can as to what the needs are, and then 
propose to Congress that the needs be met. 

Senator Green. I do not understand yet whether the populace of 
Formosa, before Chiang Kai-shek went there. is as well off, better 
off, or worse off than it was at that time. 

Mr. Grirrix. The populace is not as well off materially as it was 
under the Japanese rule prior to the war. It was then part of a very 
well integer: ated colonial economy. 

The populace Is perhaps a a little better off now than it was when 
the nationalists first moved in there, after the loss of the mainland of 
China, because land reforms were instituted by Prime Minister Chen 
Cheng when he was then provincial governor. The Joint Commission 
on Rural Reconstruction, of which Dr. Moyer is a member, as well 
as chief of our mission, has worked constantly with the farmers in 
order to improve their lot. The gener: alissimo has seen svinpathetic 
to and helpful to the program of promoting the lot of the farmers, 
but the entire island ™ carrying this very heavy burden of local ex- 
penses. We cannot lessen the expenses, but we do lessen the inflation 
ary impact on the island by bringing in items which, through their 
sale to manufacturers, farmers or consumers, take some of the cur 
rency out of the hands of the population and give them some thing for 

which otherwise they could not have. 

Senator Green. Then, as | understand you, the populace is about as 
well off as it Was when Chiang Kai-shek went in there, and the trouble 
is largely due to the ine reased burden on the economy of the country 
il maintaining these armies. Is that right ? 

Mr. Grirrin. The increased burden we have borne through these 
programs. 
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Senator GREEN. In maintaining the armies there ¢ 

Mr. Grirrin. No, sir, in maintaining the population there. This 
year we are in the business also of helping to maintain the armies 
there. 


ECONOMIC AND MILITARY AID TO FORMOSA 


When I mentioned those common use items, those are expenditures 
required for the purchase of petroleum products for the Armed Forces ; 
for the purchase of nails and other materials for the building of bar 
racks; for the purchase of cloth for the making of uniforms; for the 
purchase of reinforcement steel required for the extension of airport 
runways; for the various different types of military costs, including 
the provision of more protein for the diet of the Chinese troops, whic! 
is most urgently requested by General Chase. 

Senator Green. W hy IS th: at not milits ary aid, rather than economic 
aid / 

Mr. Grirrin. Our military aid is only granted for military end-use 
items. It isnot granted for these corollary items. 

Senator GREEN. I can understand that is true if it was just building 
up the country for the military, but this is building up the country 
forthe Army itself. You do not call that military need 

Mr. Grirrin. No, sit 

Senator Green. Could you divide it up according to that new mean- 
ing given military aid, or the meaning that we have attached to it non- 
professionally ¢ 

Mr. Grirrry. It is divided up. Our first division is for this military 
aid in these common-use items in the amount of $12.7 million. That is 
devoted just to those items. 

That was not arrived at by any form of guess work but by screening 
which took place in the field not only by our military people but by 
our mission staff and by the J. G. White Co. engineers who have a team 
there. | Deleted. | 


CONFIDENCE IN PRESENT GOVERNOR OF FORMOSA 


Senator Smirn of New Jersey. Is my information correct that the 
present Governor of Formosa is doing a rather good job and has : 
relationship with the Formosan people ? 

Mr. Grirrix. Yes, sir. We have great confidence in him. 

Senator Smiru of New Jersey. I mentioned that because I happen 
to know him personally, and I was very impressed with him when I 
saw him. I have heard from other people t hat he 1s doing a first-class 
job. 

Mr. Grirrin. He is, and we feel that the Chinese Nationalist Gov- 
ernment Prime Minister has done a very fine job also in relation to 
the people insofar as he possibly can do so. 

Senator Smirn of New Jersey. Then the feeling about the massacre 
is being cut down. 

Mr. Grirrin. I believe it is less, sir. 

I had stated there were three broad categories in on proposed aid 
program this year, one of them being these items for the support of 
the military establishment, that are not furnished by the Department 
of Defense. 


l rood 
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REHABILITATION OF INDUSTRIAL PLANT OF FORMOSA 


A second is the so-called industrial program for the island which 
is substantially larger this year than it was last vear; last year was 
really the beginning of it on any substantial scale. 

It would be a mistake to assume that that is largely a program for 
the institution of new industries because it is mainly a program for 
the rehabilitation of existing capital plant and of run-down industries. 
These items make up a total of $19.5 million and are our only sub 
stantial type of industrial development in southeast Asia. 

These are items such as $5 million for the railroads. That is not 
for building new roads but for the replacement of bridges, the replace 
ment of rails. Last year we replaced quite a lot of rolling stock. 

On highways we are supplying bridge materials, chiefly, as well 
as q<uite a lot of automotive parts; we have to maintain their rolling 
stock also on their highways. 

For the discharge and loading equipment at the harbors, which is 
also indispensable to handle our military supplies, we have an item 
of $1.2 million. 

For manufacturing, which is chiefly the rehabilitation of textile 
weaving and spinning plants and printing ees and assistance 
to small-scale industries, the estimated need is 84.330.000. That will 

help to get part of the sustaining cost of programs off of our backs. 

In mining, in which we are interested for several reasons, because it 
includes some searce material, we are advocating that equipment be 
furnished to the extent of 81.4 million, and another million dollars for 
forestry resources deve lopment. 

The place where new investment is chiefly included is in power de- 
ve lan nt and maintenance, which means additional generators, and 
extension of existing facilities for transmission, and increase of 
thermal capacity; that item amounts to $4.5 million. 

I believe that the Department of Defense considers practically 

everything that we have in this category of industrial improvement 

or rehabilitation as vital to the defense of the island, just as the rail- 
roads, the bridges, and the roads are vital to maintain maneuverability 
of the island forces in the event of attack. 

Senator SALTONSTALL. It is all on a grant basis? 

Mr. GriFFIN. Yes, Sir. There is no other Wath that it can be hi ndled. 

I presume one could go through the motions of asking the Chinese 
to s12n a piece ot paper asa loan, but I think that in this case it would 
be almost undignified to make such a requirement because obviously 
there is nothing in sight with which to repay it. 


PUBLICLTY ON AMERICAN AID TO FORMOSA 


Senator Green. Is there anything being done to draw the atten- 
tion of our grants to the people on Formosa / 

Mr. Grirrin. Yes. sir. I think the people on Formosa thoroughly 
know it. The people on Formosa happen to be “ most literate of 
any people in southeast Asia. I think perhaps TO percent of the 
people on Formosa are literate. They have a very good common 
school system there. 

Senator KnowLanp. They have universal education in the lower 
brackets, do they not / 
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Mr. Grirvrin. Yes, and the Japanese had universal education there 
before in the elementary schools and a limited amount of education in 
the secondary schools. There was very little above that under the 
Japanese because they were not interested in training leaders. They 
did believe in a common literacy which generally exists on the island 
today. 

Senator Witry. What about the population / 

Senator Green. Wait a minute. I want to ask a question. This is 
just preliminary. 

Mr. Grirrin. One of the recent things we have been doing is pub- 
lishing a farm publication which is put out through free distribution 
throughout the island. This is a typical farmer's pub ication with 
Instructions about how to use fertilizer, what you do about pigs when 
they have this or that trouble, and poultry, et en i. It is very much 
on the stvle, so far as material is concerned, of our own rur al publi- 

cations—brought down to the rice roots of the Taiwanese farmer. 

This also discusses land-reform matters. what the farmer’s rights 
are, the advantage of working through cooperative organizations, and 
all that sort of thing. 

It also brings out what ECA aid is, and what the Joint Commission 
on Rural Reconstruction is doing with this aid. 

All of the cooperators see this publication. I believe there are 
about 300 cooperative organizations throughout the island. They 
were inherited from the fapanone period but had pretty much gone to 
seed until Dr. Moyer and his group of people in the JCRR revived 
them. 

This is the most progress made by such organizations anywhere in 
Asia outside of Japan. Most of hs ‘m have a go ron with the coop 
erative, where they receive the fertilizer as we send | in. It woes to 
the coope ratives for further distribution l. Most of of ae have rice 
mills, so there is no exploitation in the milling and handling of rice 
as there is in all the rest of southeast Asia. 

In short. the system of cooperatives that exists in Formosa today 
Is a system of cooperatives we hope tO Sponsor Increasingly in every 
one of the countries in southeast Asia. 

There, too, to get to your question, on the walls in the offices and out 
side in these cooperatives are the posters about the Joint Commiissio1 
and its work, the ECA and its work. 

Senator Green. As I understand it, America is paying for it 

Mr. Grirrin. Yes, si 

Senator GREEN. And that appears in the material published 4 

Mr. GrirFin. | believe it does. 

Dr. Moyer. We always have posters showing “American Aid” and 
it has two Chinese characters on it. IT think it is quite generally under- 
stood. 

Mr. Grirrix, The balance of the Formosan program which amounts 
to about $58 million—— 

The CHairman. Senator Wiley has a question. 


FORMOSA’S EFFORTS ON OWN DEFENSI 


Senator Winey. I understand the population of Formosa is about 
7 million, is that correct ¢ 
Mr. Grirrin. Yes, sir. 
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Senator Witry. What are they doing on their own for the defense 
of the island ¢ 

Mr. Grirrin. The Nationalist Government did some training of 
Taiwanese. It is planning now to do some more. [ Deleted. | 

Senator KNowLanp. One of the problems that was pointed out to 
me as one reason they did not have more Formosans in the army was 
a lack of equipment to set them up in units for training, and that ‘when 
you infiltrated just a few Formosans into a Chinese company, being 
native people, their families would bring them additional food sup- 
plies and so forth, which created a problem with the mainland Chinese 
who were not vetting it because their families were on the mainland 
and there was a morale problem from that point of view. 

However, if they had adequate equipment, in order to train For- 
mosan units, that they would be glad to do so. 

Mr. Grirrin. I think that is the condition. 


LOYALTY OF FORMOSAN PEOPLE 


Mr. Rusk. We have had various estimates over the years as to the 
political loyalties of the Formosan peoples, as to these choices which 
might be theirs. I think it is fair to say that consistently through that 
period the choice of Chinese communism has been estimated to be the 
lowest choice in their scale of selection. 

There has been a considerable desire on the part of many Formosans 
for independence ; but, despite that, the relations bet ween the Govern- 
ment on Formosa and the Formosan people are at the present time as 
satisfactory as they have been in the postwar period and are improv- 
ing. 

The Governor has set up a program of local elections and has given 
attention to the problem of winning over the Formosan people to 
the supprt of the Formosan Government. There has been some suc- 
cess. It is not complete. There are still some Formosans who still 
think in terms of independence or in terms of some sort of association 
with the Japanese. 

I think in terms of relations between the present government and 
the population, the present situation is more satisfactory than it has 
been. 

Senator Green. T imagine with that uncertainty they would rather 
not have them in the army. 

Mr. Rusx. They have used them in increasing numbers in the local 
situation for police duty where the Formosans are taking on more 
and more responsibili ty. 

Senator KNnownanp. The overwhelming numbers of city council: 
men and mayors that have been elected, have they not been Formosans 
in the elections which have been completed recently? Is that not 
correct, Dr. Mover ¢ 

Dr. Moyer. That is correct. For the first time in China the heads 
of the counties, which are much more important in China than they 
are in the United States, and the county councils, the mayors and the 
municipal councils, the great majority have been Formosans. 


rOTAL ECONOMIC AID FOR FAR EAST AND SOUTHEAST ASIA 


Senator Gitierre. I have noted a discre pancy between the amount 
$262.5 million for economic aid for this portion of Asia, excluding 
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Korea, and the $184.2 million ineluded in this breakdown (referring 
to exhibit BB). 

Mr. Grirrin. This morning I said I was going to speak only on 
the six countries. There are other countries whose amounts should 
be added to this total—India was $65 million and Pakistan was $12.5 
million, and Ceyion and Afghanistan had small amounts also. ‘They 
all come under title IIT. 

Senator Gitterre. Which would make up this sum of $262.5 mil- 
lion / 

Mr. Grirrin. Yes, sir. We are representing countries in which 
ECA already has missions. We are discussing only those countries, 
whereas Mr. McGhee was discussing the south Asian countries which 
come under this same title. 

Senator Gitterre. Thank you, Doctor. 


ECONOMIC AID FOR FORMOSA 


Mr. Grireix. Mr. Chairman, there is one item I omitted giving you 
detailon. I hope it is clear there is over $50 million in this total allo- 
cated to the various essentials for the maintenance of supply and for 
consumer needs on the island, which adds up now, with the two other 

categories mentioned, to the 890 million. 

We feel that this is probably a minimum amount, that if we had 
not secured additional funds from the Bureau of the Budget at the 
end of the last quarter fo keep that pipeline full—which we must do 
or else things immediately deteriorate at the other end—the amount 
we would have asked for at this time would have been very much 
greater, 

We are not at all sure that this will meet the situation long after the 
first of the year. 

I wish I could say with as much confidence about this requested 
amount as [ can aa the — proposed programs, that it will meet 
the job, but unfortunately I cannot. If you would like any further 
discussion on that part, I ae | prefer to have Dr. Mover present it. 
Otherwise, this concludes my statement. I hope that the committee 
is satisfied, and I wish to thank the chairman and the committee for 
their patience and kindness. 

The Cuarmrman. You just mentioned that you have to keep this 
pipeline full and so on. 

Mr. Grirrin. Yes, si 


DURATION OF FORMOSAN DEPENDENCE ON OUTSIDI AID 


The Cuatrman. Are we going to have to keep them up as long as 
we live? 

Mr. Grirrin. As long as we want that island to live under the 
world conditions that prevail now ; yes, sir. 

The Cuarrman. What island, Formosa? 

Mr. Grirrin. Formosa. 

The CHAIRMAN. And we have to support Formosa the balance ot 
our lives or else they go over to — Communists, is that right 

Mr. Grirrin. It is not that, sir, it is that it would go to pieces within. 
It takes so much to support tha at many civilians who are working their 
best and using every inch of that land. 
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The CHairman. That means we are going to have to support them 
the rest of our lives. That is what you advocate. Is that what you 
advocate ¢ 

Mr. Grirrinx. There is a military establishment—— 

The Ciainman. Answer my question. Is that what you are advo- 
eating ? 

Mr. Grorrix. That we support them as long as we want to hold 
them, 

The Cnarrman. That we support them the rest of our lives? 

Senator GREEN. Were they not self support Ing under the Japanese / 

Mr. Grirrix. No, sir: they did not have to support am army and 
various military forces of equivalent size. 

Senator Green. You are assuming that we will always have this 
army ¢ 

Mr. Grirrinx. This island can be made self-supporting in a very 
short time 1f it does not have to Carry these extra burdens. The indus- 
trial costs involved in our program will help make it self-supporting. 
The Chinese themselves have done a great deal of remarkable work in 
the institution of new industries there and further fertilizer produc 
tion, but we have to supply the power. 

There is a great deal in the way of building up the self-sustaining 
ability of that island that we can do and are proposing in this program. 

Senator KNowLanp. Mr. Chairman, I would like for Dr. Moyer, if 
he would, who has been over there and who has perhaps more first- 
hand information than almost any other American on the situation, 
to briefly touch on the land-reform program as to what they have 
actually done over there to improve the lot of the Taiwanese and also 
to discuss what progress they have made in their revenue system, 


which is, I think, quite material and would compare most favorably 
with what France has done in that same regard. 

Dr. Mover has spent a vreat deal of time over there and is head of 
the mission over there in Formosa. and this committee should be 
interested in getting that first-hand information. 


FURTHER TESTIMONY ON INDIA 


The CHarmmMan. We cannot do it all at once. You will have to 
wait, Doctor. 

Mr. Holmes. I understand, has to get off on a plane at 3:30. and 
there are one or two little matters we wanted to take up with him. 

Mr. McGueer. I appreciate your hearing Mr. Holmes at this time. 
I will not make an introductory presentation in order to give him 
time. I would like Mr. Holmes to describe briefly the particular 
aspects of the Indian program. 

Mr. Holmes will be the head agriculturist under the ECA program 
if the program is approved. 

The CHatrMAN. You mean if we vote for it. 

Mr. McGuire. Yes, sir. 

The CHarrman. If you are going to have it all fixed up, there is 
no use in coming up here to the committee. Just go ahead and fix 
it up downtown. 

Mr. McGuire. That is the plan in the event the program is ap- 
proved. 

His own extension work would be greatly expanded. 
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The Cuarrman. If he is getting off at 3:30, you had better let him 
talk. 

Senator SavronsTaLL. What is your name, sir/ 

Mr. HouMes. Horace Holmes. 

If I have any claim to competence, it is in the field of application 
rather than the over-all end, but I would like to take just a minute 
or two to explain to the committee one or two of the situations that 
we have. 

The Cuamman. You are going back to India if we give you the 
money, Is that right ? 

Mr. Hotmes. I am going back to India in any case—I think. 

The Cuamman. You would not go back there if there is no salary 
provided ¢ 

Senator Witry. You are on your way, you mean / 

Mr. Hotmes. I am on my way: yes. 


LAND RECLAMATION PROJECTS IN INDIA 


Along the northern border of India. at the foot of the area marked 
in red on the map, there is a huge strip of land that has grown up in 
jungle. This area is the area in which large reclamation projects 
are under way. That has been depopulated due to the incidence of 
malaria and the wild animals. 

Senator Futpricntr. It is swampy. 

Mr. Houmes. It is swampy and needs drainage. It is an area that 
slopes about 20 feet to the mile from the base of the Himalayas and 
runs out some 30 or 35 miles. That is the largest single area of 
jungleland that is yet left, and that is the area of land reclamation 
in which they have been using heavy equipment. 

Now in the central portion of India there are large areas that have 
grown up into a sort of wild sugarcane. It is slightly sweet in taste 
and grows about 4 feet high and the roots go down 12, 15, or even 
as much as 30 feet. Once it gets established, it is very diflicult to 
control and, as the farmers find they cannot control it, the area goes 
back to jungle again. It is a sort of dhak which is a jungle-type 
growth. 

Those are the two areas where land reclamation is taking place. 

Senator Funsricar. How much is it ? 

Mr. Houmes. They estimate 10;million acres of dhak. I do not 
think there is that much of it 

Senator Gituerre. Is this grass of any use? 

Mr. Houmes. It is useless as far as we know. 

Senator Funsricir. How is it eradicated ? 

Mr. Houmes. At the present time they are plowing it about 12 to 
14 inches deep and turning the roots up to sun during the hot season 
of the year, and that does seem to control it for a few years. After 
it is once eradicated, the farmers can go in and cultivate that land 
with their own bullocks. 

We are not sure whether or not it is coing to stay eradicated or not, 
and it may be necessary to go back after 5 or 4 or 5 or 6 years and 
plow it again. 

We are working with the idea of trying to destroy that, but we 
have not been able to do anything vet. We have not given it a decent 
trial, but we are investigating it. 
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Those are the two big potential sources of additional land that India 
can get. That is the jungle area right at the foot of the Himalayas 
that have gone out of cultivation duri ing the past generation which I 
have described. 


WATER CONSERVATION PROGRAM IN INDIA 


Now the second item I would like to touch upon which is vitally 
important in India is the question of water. 

Most of the land has been completely denuded of all vegetation. 
The mountains are completely stripped. snp am as that would grow 
grass are stripped completely clean either by the cattle, the goats, 
or the people who go in and just skin it off until it is completely bare. 

Now how much effect that denuding of the whole countryside has 
had on India’s water supply we do not know, but we do know there 
are whole cities that are now in deserts that we do not believe were 
built in deserts originally. 

Now in the whole water program, it is water conservation program 
that we feel is necessary which includes the getting of organic matter 
into the soil to hold more water in the land where it falls, getting some 
of that forest cover back on those mountainsides and lands that are 
not growing crops so we can hold more of the monsoon water where 
it falls; and, thirdly, the tapping of those underground water resources 
through minor irrigation projects. 

In some of the areas, particularly in the southern part of India, it 
would be cleaning out and opening up of the old tanks or lakes that 
were built hundreds and hundreds of years ago because the water is 
very deep at that point. 

Those are some of the trying problems that we have there in India. 
_ v are all of such huge magnitude that whatever is done—if we 

‘an develop the competence along with whatever facilities or resources 
are available, that would be helpful. It is not something that can be 
done overnight. It isa long- term proposition. 

Senator Futsricnr. How long? 

Mr. Hotmes. I think it will take 10 to 15 years. 

Senator Giiierre. Is there sufficient rainfall, or is it a matter of 
conserving it ¢ 

Mr. Houmes. Well, it varies, sir. Along the: western coast of 
India there is one place there where the rainfall is 400 inches per 
vear, but that is a small area. Through the greater portion of the 
whole peninsula it is 20 to 30 inches a year and in some areas as low 
as 10. In the great northern area of the Gangetic Plain—that is the 
green part you see on the map—the rainfall is 35 to 40 inches and it 
all comes between the Ist of July and the first week in September. 

Now a lot of the water does run off. Since we cannot do anything 
about getting more rain, the only logical solution we see is to bring 
in such a combination of measures, including the use of the land, the 
catching of water where we can, absorbing as much as we can in the 
asil: getting wells where underground water is available. It is a com- 
bination of those things that we think will help. 

Senator HickenLoorrr. Then actually enough water falls. It is a 
question of saving the water and recapturing it / 
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Mr. Houmes. It is recapturing it, and still there are areas where 
there is not enough water. However, we have to find out what we 
do have. 

Senator Hicken Looper. Twenty to thirty inches of water a year 
is quite a lot of water. 

Senator Futsrigut. Do you get any water out of the mountains 
there? 

Mr. Houmes. Yes. When the British were there they set up 
rather large number of fairly good irrigation systems. ‘Those are 
what they call the flow-of-the-river irrigation systems. They have no 
reservoirs. It is just a barrage put across the stream, and they get the 
flow of the stream. There is no impoundment of water bac ‘k in the 
mountains, 

Now those canal systems do not cover a large part of the country. 
I have forgotten just what portion they cover, but where they are 
oper ative it does increase produc ‘tion a great deal. 

One big thing they fail to do, however, is that the v did not provide 
for the dr: ainage of the water, and I think that was due to the 
fact that under the old irrigation system, they could get paid for 
bringing the water in, but nobody would pay for taking the water 
out. Asa result, we have a great deal of waterlogging. 

Senator Futerieut. Is that what caused that swampland up to the 
north ? 

Mr. Houmes. No; that is due to another thing. The waterlogging 
is a place where there is no drainage, and the free surface evaporation 
of water is about 6 feet. So twice as much water will e vaporate from 
the area as falls on it. That means as the soil waters come up and 
the waters evaporate it crystallizes sodium salts on top of the land, 
and we have a huge problem there in soil salinity. The only solution 
to that that we know of—and we have not proven it yet, but we think 
that we are sound—is to get more organic matter into that soil and to 
vet drainage in, which would be a project just about as big as the 
irrigation project was in the first place. 


SOIL FERTILITY IN INDIA 


Senator Giuuerre. And tremendously expensive ‘ 

Senator Futerienr. Is that soil fertile / 

Mr. Hormes. It is inherently fertile. It is awfully hard to keep 
the organic content up in a tropical soil, but as an example of this soil, 
where it has been farmed for 2,000 years, we have gone in there and the 
response to manure, legumes, and fertilizers is phenomenal, I think. 
I have seen crops grow in there as good as anything I have ever seen 
in this country. 

Senator Futpricur. Do they have green fertilizer there ? 

Mr. Hormes. We have tried it. We are using various kinds 
fertilizer. 

Senator Futprientr. When vou say “stripped.” do vou mean general, 
the whole countryside, they have no pastures ¢ 

Mr. Hormes. No pastures, 

Senator Smiru of New Jersey. Do you mean anywhere in India ? 


Mr. Hormers. Very few places. 
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Senator Smiru of New Jersey. Do you mean they do not keep their 
cattle out of the crops? 

Mr. Hormes. They build little platforms out in the fields and a 
guard watches the fields to keep the animals out. 


CATTLE PROBLEM IN INDIA 


Senator Hicken Loorrer. They do not dare speak harshly to a cow, 
do they ? 

Mr. Hotmers. You tip your hat to them. 

Senator Futsricgur. How many cattle do they have in India é 

Mr. Houimes. Far too many. 

Senator Funtsricur. One hundred million ? 

Mr. Hotmes. I would think more than that. 

Senator Futsricur. ‘Two hundred million / 

Mr. Houmes. I would think so. 

Mr. Rusk. During the war the Army estimated there are 200 mil 
lion cattle in India. That is including the area that is now Pakistan. 

Senator KNowLanp. A good many roam the cities. 

Dr. BENNETT. They have 2d percent of all the cattle on earth. in 
India. 

Senator Furnricur. Why can’t you pass a law and call them all 
horses: would that not do it? 


EFFECTIVENESS OF FERTILIZER IN INDIA 
Mr. Houmers. Throughout the country are rice-growing sections, 
and that is one area where fertilizers can olive us Immediate response, 

Senator Futsricur. Commercial fertilizer / 

Mr. Hotmes. Yes. 

In the wheat-growlng sections, due to the lack of water and due to 
the fact that a lot of it is grown on lands where they do not have 
enough irrigation, heavier applications of mineral fertilizers could 
help in distributing the balance between the water that they have 
and the yields which we vet, 


ir 


It is inthe Rice Belt where heavier applications of fertilizer would 
ceive immediate effect. 

Those are briefly some of the huge problems, The whole thing is 
so huge that the question of need does not arise. The question as to 
just what we can do and whatever is done, we will do our best to make 

most effective. 

Senator Lopcr. Mr. Chairman, might I ask the witness a question ? 

The CHarrman. You may. 


POSSIBLE CILANGES IN INDIA’S STANDARD OF LIVING 
senator LODGE. Is there any prospect of any significant change in 
the standard ot living of the Indian people in a few years, or is it 
all long term / 

Mr. Houmes. In certain areas, Senator, if we ean get in and con- 
centrate on some of these areas, as | cliscussed yesterday, that there is 
a change in those smaller areas, 

In getting a change, an improvement, more food, better health, less 
scabies, less malaria which we have been able to achieve, and people 
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see that, IL think gives them more of a spirit of willingness to try 
to achieve the same sort of thing themselves. lt 
strating a demonstration, 

Senator Lopcr. There are some places where food production 
be increased within a reasonably short period of time 

Mr. Hor. MES, Yes.sn 

Senator Futsricnur. You said you doubled the 
in 3 vears Db) one area, “ig you not ¢ 

Mr. Houwes. Yes, s 

Senator /ULBRIGUT. ‘Was that a pecull ir aren é 

Mr. Ho MES, It could be done Ih othe 
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THE CATTLE PROBLEM IN INDIA 















Senator KNOwLAND. Mr. Holmes, might I ask you this, in regan 
to the cattle in India. Indians do not use them as food. I take it 4 

Mr. HOLMES. No, sir. Unfortunately, we 

Senator JANOWLAND. Now ce s the religious pl ase of it fo aga 
selling the cattle for export 4 

Mr. Houmers. It does now ; ves, sir. 

Senator SALTONSTALL. They cannot use t 

Mr. Houtmers. No. 

Senator RNowLAnbD. So they just multiply and eat them out of he 
and home. more or less 4 

Mr. Hormmes. Yes 

The more cattle a man has, the wealthier he ts. “nee 
pasture off the common ground wherever 
fields, wherever they can get in them, the 
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he gets, and there are many cattle kept just for the manure alone. 
Senator Gittetre. That does not apply to the Moslem population, 


does it / 

Mr. Houses. No: just the Hindus. 

Senator Fursprieut. Do they use the manure for fuel 4 

Mir. Houmes. They use a lot of it 

senator LlickENLOorER. The Hindus Wol nt eat cattle and the Mos 
lems won't eal hogs. You have a prob lem the re, 

Mr. Houmes. Do T have your permission to leave, Mr. Chairman ? 

The CHairnman. You may. 

You have given a very intelligent presentation. 

McGuirk. Mr. Chairman, you will probably 

Dr. Mover again. 

The (CHAIRMAN. We are vrolng CO have to make it short with Dr 
Moyer. Come around. 
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BACKGROUND OF WITNESS 





Dr. Moyer, give the reporter your name and background. 

Dr. MoyYER . Raymond Move ‘ris the n: ie. I went to Chin abo it 
» Vears ago as one of the ap pointees of President Truman on his Josie 
Commission of Rural Reconstruction, and about 18 months later when 
the ECA mission moved to Formosa. I was appointed also concur- 
rently head of the ECA mission. 

The Cuamman. Have you been the head of that mission ever 

Dr. Moyer. For the past 1S months; yes, sir. 









since / 
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The CHarrmMan. You are the head of it now? 

Dr. Moyer. Yes, sir. 

The CHarrman. In Formosa? 

Dr. Moyer. In Formosa. 

The CrarrmMan. You have no jurisdiction outside of Formosa ? 

Dr. Moyer. No, sir. 

The Cuarrman. That is the economic mission ? 

Dr. Moyer. That is right. 

The Cuarman. It is ECA, in other words? 

Dr. Moyer. That is right. 

The Crarrman. Very well, proceed. 

Dr. Moyer. Prior to that I was in the Department of Agriculture 
about 5 years. Prior to that I spent roughly 10 or 12 years in north 
China, in agricultural work. 

The Cuarrmman. Who were you working for? 

Dr. Moyer. I was working for Oberlin. That is a private institu- 
tion sponsored by Oberlin College. 

I will confine my remarks to the general field suggested by Senator 
Knowland, and that is what the Chinese Government itself has been 
doing toward the solution of these problems. 

One sometimes gets the impression that they are doing nothing. 

The Cuatrman. Let me interrupt you a minute. Is Oberlin Col- 
lege a denominational school ¢ 

Dr. Moyer. It started out with a Congregational connection. It is 
entirely supported by endowment now. 

The Cuarrman. It is not a religious institution now ? 

Dr. Moyer. No. 


Senator Smirn of New Jersey. The president is a Princeton gradu- 
ate, Mr. William E. Stevens; is that right? 

Dr. Moyer. Yes, sir. 

Senator Witry. Who else graduated from Princeton ? 

Senator Smiru of New Jersey. I will not delay the hearing. That 
would take quite a long time. 


DEPLETION OF NATIONALIST GOLD RESOURCES 


Dr. Moyer. I think the question of what the Chinese Government 
has done in the use of its own gold resources has been discussed very 
widely, and the opinion has been held that they still possess a large 
amount. 

We have investigated that through every possible means during the 
last year and we are firmly convinced that that is not ee ease. They 
have been spending those gold resources since arrival in Formosa to 
meet the deficit which is now unmet because they no hace have 
those resources. 

According to the best information we can get, last year they spent 
out of those ‘gold holdings the equivalent of about $70 million to meet 
the deficit. They have “been using up their own resources, and it is 
ou ropinion that they have reduced them to the point beyond which it 
would be unwise to draw, except in most extreme emergency. 

Senator Winey. Where are they on de ‘posit 4 ¢ 

Dr. Moyer. A good deal of it is held in Formosa. I believe some 
of it is held in New York. I do not know the proportion. 
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INCREASE IN FORMOSA’S REVENUES 


The second thing that they have done has been to greatly increase 
their own revenues. The revenues to the Government—that includes 
taxes, what was sold in so-called bonds, revenues from Government- 
owned industries, and from all sources. 

During 1950, it increased 600 percent over 1949. The revenues this 
year will be somewhat greater, but they will not be able to make 
anything hke the increase which was made last year. 


INCREASE IN FORMOSA’S PRODUCTION 


A third thing they have done, until last year almost entirely with 
their own efforts, is to increase production. There have been sub- 
stantial increases in production of important commodities m Formosa. 

First of all, they restored railways and power services. They are 
now carrying more passengers and more freight. The power now 
available is substantially above the peak under Japanese rule. 

The same thing can be said for the production of rice. Last year for 
the first time the production of rice in Formosa was greater than at 
any time under the Japanese, and this year will be still greater. 

The same thing can be said for nitrogen fertilizers, phosphate 
fertilizers, cement, testiten. and some other commodities. 

Until last year, this was done almost entirely with their own re- 
sources. This year ECA has played a substantial part in certain of 
these developments. 


SCREENING OF FOREIGN EXCHANGE ALLOCATIONS 


A fourth thing they have done is to begin to screen vigorously their 
foreign-exchange allocations. They get somewhere between 70 and 
90 million dollars from e xports, largely sugar. 

They set up early this spring a committee to screen allocations of 
those resources. The economic adviser of the ECA mission sits on 
that committee, helps screen the allocation and keeps it down to the 
very barest’ minimum. 

Senator Green. Which are the principal countries they export to/ 
Dr. Moyer. Japan is by all order the largest. They exported a 
small amount of sugar to Greece last year. But Japan is by far the 

largest consumer. 

A further thing we have done has been to set up an economic stabili- 
zation board. That was stimulated by our mission as one means of 
trying systematically to deal with these problems. It is a very active 
and effective board on which ECA economic and financial men sit and 
participate in all the subcommittees. The problems with which they 
have to deal are exceedingly difficult and numerous, but through this 
board they are making a beginning of dealing systematically with the 
various problems that they have. 


WORK OF THE JOINT COMMISSION ON RURAL RECONSTRUCTION 


The other thing was one of the things specifically mentioned by 
Senator Knowland, and that is what has been done in the rural field. 
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That has been done with the assistance of this Joint Commission on 
Rural Reconstruction, the JCRR, as it is sometimes called. That was 
set up by the earlier legislation. 

With our assistance the Government has carried out a rather com- 
prehensive and thorough program in various aspects relating to rural 
lnprovement. 

One thing they did which was done largely on their own initiative— 
we helped with technical guidance and a small amount of funds, but 
they set up at that time what was then the only other example except 
Japan—in Japan under SCAP leade ‘rshipa land-reform program Was 
carried out: an effective one. 

Now there was one created in Formosa which was also etfective. lt 
was of a somewhat different nature. It related mainly to setting a 
ceiling on yentals paid by farmers. Instead of permitting unregular- 
ized rents, the relation between landlord and tenant was governed by 
regulation as is done in this country. A ceiling was set on rentals, 
which Was considered fair by landlord and tenant. 

We helped in other types of programs. Mr. Griffin referred to ef- 
forts made to reorganize the farmers associations. and we have bee 
helping them reorganize and make them effective in serving the 
farmer. 

We helped in various technical projects: the control of hoe cholera 
throughout the island: the multiplication and distribution of im 
proved varieties of rice throughout the island. 

We have helped to set up a series of rural health stations—some 
thine over 300 rural health centers serving communities have been 
established. 

Senator Know.anp. Dr. Mover, on the land-reform program that 
you have talked about which has already been accomplished and that 
which is still under way, do vou believe that that has contributed mate- 
rially to the increase in rice production and food production? — In 
other words, the farmer felt there was more of an Seas to produce 
more because he could vet more for his labor / 

Dr. Moyer. We definitely do. We think that the present high levels 
of rice are due to two things. One, the fertilizer in the ECA program 
has helped : and secondly, there has been a good deal of incentive. 
Around 60 percent of all farmers are either full tenants or part ten 
ants. About 50 percent of the land is rented land. It meant consid 
erably more incentive to these farmers and we believe it is a substan 
tial factor in the fact that we do have a very high production of rice. 

Senator Smiru of New Jerse y. The Formosan natives are an indus 
trial crowd, Doctor ? 

Dr. Moyer. They are very industrious; yes, sir. They are quite 
vocal, too. If you go out and talk to them, they will tell you what 
t! eV think of you, the government, or anybody els Se. 

They work hard and on the whole are good farmers. 

The Cuamman. Is that the original Formosan, or is he a Chinese 
living on Formosa ? 

Dr. Moyer. That is the original Formosan, although they pract 
cally are all of Chinese descent. They all came from the senda 
originally. 

Senator Green. What is their attitude toward the present Govern- 
ment 7 
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INCREASED TAXATION ON FORMOSA 


Dr. Moyer. I think I would concur in what Mr. Rusk has said. I 
spoke about taxation; on the credit side there was increased revenue 
of 600 percent. Those taxes come from somewhere. These heavy 
withdrawals for government support have to a considerable extent 
siphoned off the benefits of these programs. Not nearly as much of 
it is going to improve the _ are of the farmer himself as we would 
wish, but in the efforts of the government to meet its expenditures 
the \ have had to use this tax: ae 

To answer your question, they on in about taxes and complain 
about the lack of credit. We have been unable to provide them with 
credit and certain other things. Thee refer back to the Japanese 
period when so many of ee were much better. 

Senator Wriey. Do the ‘vy read our newspapers ¢ 

Dr. Mover. We think they do. 

Senator Witey. They might read some of the complaints over here. 

Senator KNowLanp. We even have taxpayers who complain con- 
siderably on high taxes here. [suppose that is not unusual. 

The CHarrman. All right. eo ahead. 

Dr. Morer. That is all of the statement I care to make. 

The CHatrmMan. Are there uy questions ¢ 

Senator Hickenvoorer. May I ask this question, Mr. Chairman: 


CURRENCY AND COUNTERPART FUNDS ON FORMOSA 


What kind of currency do they have there? What kind of a money 
system ¢ 

Dr. Moyer. It isa local currency, called the new Taiwan dollar. 

Senator HickeNnLoorer. Do we get counterpart funds there / 

Dr. Morrer. Yes. s 

Senator HickenLoorer. From what sources; ECA only / 

Dr. Mover. ECA 

Senator HickeNnLoorrr. Do we get any counterpart for the point 4 
activities we vo into 4 

Dr. Moyer. On Formosa there are no separate point 4+ activities. 
All the funds of the Jomt Committee on Rural Reconstruction were 
point 4in nature. There is no separate point 4 program on Formosa. 

Senator HickenLoorer. Is there any money that we spend in For- 
mosa, outside of military expenditures, for which we do not get 
counterpart ¢ 

Dr. Mover. The agreement with the Chinese Government provides 
that the United States Grovernment shall call upon the Chinese Gov- 
ernment to deposit counterpart. Therefore, they will not deposit 
what we do not call for. At the present time we are not calling upon 
them, due to the financial difficulties of the Government. for such 
material as going into railway development or on the industrial side. 

We are calling upon them to deposit counterpart for such things as 
generate the proceeds of sales. 

Senator Hicken voorer. Then the others are erants, in effect 4 

Dr. Moyer. We do not release them from a counterpart obligation. 
At some time in the future, if the situation permits, we could still 
require them to make the deposit. 


STB60 ol ay 
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Senator KNowLanp. Has the currency maintained a relative sta- 
bility in that part of the world? 

Dr. Moyer. It was quite stable until this regulation, restricting the 
free use of foreign exchange, went into effect, and at that time the 
exchange rate was fixed. However, there has been an increase in the 
exchange rate. It is about 50 percent higher now than it was, I be- 
lieve, at the time you were over there. It runs from about 10 and 
is now fixed at around 15. Actually, they have two. The rate that 
is commonly used is around 15. 

Senator Smirn of New Jersey. Mr. Moyer, I want to congratulate 
you on what you have done. I remember meeting you out there 2 
vears ago, and I think you have made splendid progress. 

Dr. Moyer. Thank you. 

The CnarrmMan. Very well. Mr. MeGhee, vou wanted to refer to 
some matters you had the other day; did you not ‘ 


STATEMENT OF GEORGE C. McGHEE, ASSISTANT SECRETARY OF 
STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS 


Mr. McGuer. Yes, Mr. Chairman. I would like first of all to 
present the south Asian program which Mr. Rusk has made reference 
to, but which he has not spoken to. 

The Cuatrman. Do-you mean India and Pakistan 4 

Mr. McGuer. That is correct, sir; India, Pakistan, Ceylon, Afghan- 
istan, and Nepal. 

Senator Futsricutr. Do you have exhibits AA and BB? 

Mr. McGure. We have a form which we furnished you previously 
on the Middle East, which shows every project broken down in detail. 

The CuarrmMan. Go ahead. Iam not in sympathy very much with 
any of the countries that you have named: India, Pakistan, Afghanis- 
tan. I see no reason on earth why we should subsidize them and keep 
them up, but go ahead and tell us about it. 

Senator Futsricur. Just one moment. In this book, which is a 
fairly large one, I do not see India and Pakistan. 

Mr. McGuee. They are here. 

I have prepared a statement covering south Asia, but since it is 
lengthy, may I file it for the record, sir? 

The Cuarrman. You may. 

Mr. McGuer. I would like to speak on it briefly, and then call upon 
Ambassador Pawley, who would like to say something about his mis- 
sion to India arising out of the Indian wheat request. 

Later, and we hope this will not take much time, I would like to 
revert to Iran. 

The CuarrmMan. I thought we had Iran out, but I reckon we can 
go over it again. 

Mr. McGuer. We have the people here who worked on the Iranian 
program. 

The CHarrMan. You said after we got through with India and 
Pakistan, did you not ? 

Mr. McGuee. Yes, sir. 

The Cuatrman. Let's take them up. 

Mr. McGuer. All right, sit 
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SOUTH ASIA 


Mr. Chairman, to speak briefly on South Asia, this is a country 
with 450 million people, covering a million and a half square miles. 
We have up to this time given no grant assistance to these countries, 
except for some million and a half dollars under the point 4 program. 
We request under this program, no military assistance. 

Senator Green. Who is “We”? You said we had given no aid, 
did you not? 

Mr. McGuer. I intended to refer to grant assistance. 

Senator Loner. You say you are requesting nothing for military 
assistance ? 

Mr. McGuer. Nothing for military assistance in this area. 

Senator Lopér. How does that happen / 

( Deleted.) 

Senator Lopar. I believe the Indians have very fine troops. 

Senator Green. There is no telling which side they will be on in 
the next war. 

Senator Lover. I am not talking about the next war. I am talking 
about Korea 

It seems to me it would have made a tremendous difference to the 
fighting in Korea, to the whole attitude that there is toward the United 
Nations and a great many things if the Indians had been willing to 
contribute troops to Korea, and it seems it would be very much in our 
National interest. 

Mr. McGuer. That is correct, air, but in the light 

Senator Green. But Pakistan- 

Senator Loper. Will you let me finish my question, please / 

I want to know why the United States Government did not attempt 
to reason with the Indians and get them to join us and fight side by 
side with our troops in Korea. 

Mr. McGuer. Senator Lodge, when the question arose of furnish- 
ing troops to Korea, we put this up to the Indian Government in the 
most forceful way possible. 

Senator Lopcr. You did? | Deleted. | 


TOTAL ECONOMIC AID FOR SOUTH ASTA 


Our = is limited to S80 million of economie aid. 

The CuarrMan,. For that whole area? 

Mr. McGuer. Yes, sir. | Deleted. | 

The Cuarmman. Give us a thumbnail report on that. It is Sso 
million for the whole area. 

Mr. McGuer. The bulk of that, some 865 million, would goto India. 

The CHamman. Why should we support India? She is a rich 
country, supposedly. Great Britain had her for two or three hundred 
years. Now why should we step in and go to supporting India? I 
cannot see it. 

Mr. McGner. Senator, I will address myself to that question. 
Basically, the answer is that India is not a rich country in terms of 
the ratio of its population to its resources. 

The Cuairnman. India, if it would go to work, it would be. It has 
a lot of land. 
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Mr. MceGner. Yes.sir. Part of our program, sir, is to enable them 
to cultivate this land, as Mr. Holmes has stated, so they can free them 
selves from importing foods, and at least arrest the present economic 
deterioration which exists in India. 

The Cuairman. How much is India going to get out of this S80 
million ¢ . 

Mr. McGuer. Some 865 million. Mr. Chairman. 

The Cuatrman. $65 million out of SSO million for India. 

Mr. McGuerr. You see, India has 350 million of the 450 million 
people in this area. 

The Cuamman. I know all about that. Go ahead. 

Senator Funtsricur. What other countries / 

Mr. McGuer. Ceylon, Afghanistan, India, Pakistan, and Nepal. 

Senator Hickenvoorer. What is the population of Pakistan 4 

Mr. McGinn gE. About SO million. We have proposed for them some 
812.75 million. 


REASON FOR A PROGRAM IN CEYLON 


‘J he ¢ ITAIRMAN, Whiy should we subsidize Ceylon? li Is over there 
by itself. 

Mr. MeGuer. It gets a very small amount, sin 

The Cuairman. It is surrounded by water. 

Mr. McGuire. There is some $240,000 for Ceylon, entirely technical 
assistance. There are no funds for purchasing anything. 

The Cratr MAN, They have been there for a lone, long time on 
Ceylon. Haven't they ever learned anything that they — ldo the 
selves? Haven't they learned anything that they can do for aes 
selves / 

Mr. MceGuer. There are many things they can do for themselves, 
and in fact the ‘Vv are quite prosperous in terms of their dollar income 
from rubber, which is why we propose no large program. 

The Cuamman. Why should we send any if they are prosperous a1 
vetting along fine? W) hy should we send a dime ¢ 

hag McGuer. The program. prop wsed for Cevlon is something we 

n help Cevlon with in the way of technical assistance which they 
cannot do. They have been unable to utilize their water resources. 
We are ina program now of helping them build a dam in the southeast 
portion of Ceylon. What is proposed here is a surve \ of the water 
sources of Ceylon, its utilization in both irrigation and power. It 
would cost S2Z40,000, 

Senator Hickenwoorer. Can't they pay for that out of their rubber 
revenues ¢ 


BASIS FOR AIDING FOREIGN COUNTRIES 


Mr. MoGueer. Senator Hickenlooper, we have ina numbe 7° of our 
programs, last year as well as this year, suggested small technical 
assistance programs, even when the country = in a good dollar 
payment position, and for the reason, basically, that is much easier for 
us to get technicians to work for the United oes Government than 
for the other country. They can go out then as a part of an integrated 
technical assistance program. 

We do derive some political benefit, of course, even from this small 
program. If we engaged in large programs with their neighboring 
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countries and did not display any interest in them, we would incur, 
I think, on adverse reaction. 

Senator HicKENLOOPER. L do not know that this is feasib le. Itseems 
that it might be, but it runs in my mind that SO to 85 years ago, this 
country developed natural resources, our 1 ailroads, our packing plants 
and factories. They were developed by foreign investment, and we 
paid for every dollar of the technical know-how that we got from 
abroad. It came from our resources. It was a little different and it 
Was not a governmental activity, but American resources paid for it 
because we had them. 

Why do we hi: uve to go; around with a chee k book, de ve loping resources 
that will produce revenue for other countries, and we cannot even ask 
them to par for the technical assistance that we olive them. That 1s 
somewhat hivst fying fo me, under any kind of il philosophy ot 
elf help. 

If these resources are worth developing, if the potential of these 
resources 1s sufficient. whi ean they not carry the load of instructing 
them in how to utilize them 7 That is something L cannot quite vet 
through my mind. 

Senator Lopcr. Mr. Chairman, I think Senator Hickenlooper has a 
very fundamental poimt. I do not think you are going to get the 
menate to agree to any program whe reby we give any form of assistance 
toa country that has hard curre NEY and ean do it itself. 

Senator HickeENLoorer. | do not mean hard currency so much, Sen 
ator Lodge. And Lam not raising this point against certain humani 
turian activities, such as the treatment of diseases or something of 
that kind. But we propose in this point 4 program to send technicians 
in the ‘re to do what 7 To develop the potential resources that they have 
in their ground, or in their possible factories, That is to produce 
wealth for those aeaan, Why we cannot work out a device so that that 
Wee init; t is worth producing, then it ought to be able to carry the 
lond of its own onginal exploitation from a technical standpo lit 

That is the whole theory. 


PECHINICAL ASSISTANCE AND PRIVATE DEVELOPMENT 


McGuer. Senator, most of the technical assistance proposed 
these programs is directed at the public works type of project and not 
to the immediate wealth producing project in a commercial sense 

Now are you speaking with respect to this proposal for Ceylon / 


Senator HicKenLooprer. | am speaking with respect to the question 
in general. Brazil and South America, Ceylon and the Orient. 

Mr. McGiner. Your question is one raised in Middle East hearings 
with respect to Saudi Arabia, to whom we propose a small technical 


; I 
assistance program. 


The CHarrmMan. How much was it / 

Mr. McGuer. $400,000. Tt was $460,000, 

The CHairman. You said “very small” and it attracted me. 

Mr. McGuer. This of course is the same issue that was debated 
connection with the technical assistance program last vear. Insofar 
as these countries are concerned, basically the same approach is be- 
Ing made that was made under the point 4 program last year, and 
consequently the same argumentation would be applicable. 
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If you take these relatively new countries, they are not themselves 
capable of organizing a technical assistance effort of this nature. 

Senator HickenLoorer. I am not disputing that point. 

Senator Loper. Senator Hickenlooper’s whole point is that when 
we opened the West in this country we hired British engineers and 
various foreign skills—— 

Senator Hickenvoorrr. And British capital and French capital, 
and so forth. 

Senator Lopcr. W hy can’t the ‘Vv do that ¢ 

Mr. McGuer. Unquestionably this would probably take place in 
a slow and tortuous way. 

We have a desire, sir, by these investments, to accelerate the pro- 
gress made in these countries if we find it is in our interests to do so. 

Senator HickenLoorer. And what is the reason for developing 
them!’ It is to produce wealth, isn’t it? It is to produce wealth for 
the people of that country, which is all right. I don’t object to the 
production of more wealth for them. But if it is worth exploiting, if 
it is worth developing, if the wealth produced is commensurate at 
all, then why can’t that new wealth in one way or another be worked 
Gut so that we get paid for the technical advice and assistance we 
give in helping them exploit their own resoures? I don’t know 
why we have got to walk around with our checkbook and just throw 
funds around when, if it is worth developing, then it ought to at 
least carry its cost of original technical advice, which would be a 
most minor matter in comparison with the final result. 

Mr. McGuer. Yes, sir. 

Senator Green. When we began technical assistance we began in 
South America, didn’t we? 

Mr. McGuer. The program of the Institute of Inter-American 
Affairs were in a sense technical-assistance programs, although they 
did involve substantive contributions, 


BASIS FOR DETERMINING WHO BEARS THE COST OF TECHNICIANS FURNISHED 


Senator Green. And when they began, they borrowed United 
States officials to go down there. and then there was a question of 
how they should pay, whether they should pay these assistants, 
whether they should pay the United States Government. But they 
always paid somebody. They either paid the officials themselves 
with the permission of the United States Government, or they paid 
the United States Government, who in turn paid the officials. 

Mr. McGuer. Senator Green, that has been true of some programs. 
Under the Institute programs all of the technical assistants were 
paid out of Institute funds. 

Senator Green. Why shouldn't that be continued? The only rea 
son you have given is because the United States Government could 
cet the technicians and these countries could not. Why can’t we do 
that now as we did it then 4 

Mr. McGuire. Senator, we do that. This type of program would 
be done concurrently with the technical assistance program. In 
Ceylon is John Exeter, who worked for the Federal Reserve Bank 
here. He is now in charge of their bank. ‘They pay his salary. It is 
true, however, that if we desire this survey made of their water re 
sources, and since we feel that it is in both their interest and ours, it 
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is a relatively small expenditure in comparison with the amounts we 
are spending in these other countries. 

Senator Green. When did you start this new principle 

Mr. McGuerr. This new principle of furnishing technical assistance 
was started under the point 4 program last year, the 335,000,000 
program. | 

Senator Green. The new principle of doing it for nothing. 

Mr. McGHer. Yes. sir: although, as pointed out, that program hac 
been in existence under the Institute of Inter-American Affairs pre 
vious to that in the field of technical assistance, and under the Smuth- 
Mundt Act previous to that. It is an old principle that we do on 
occasion furnish technicians to other countries free of cost. 

Senator Green. You have just departed from what L understood 
you to say. In the beginning you started charging for them. 

Mr. McGurr. We have furnished them both ways. We still fur- 
nish them both ways. 

Senator GREEN. Let’s go back and begin all over again. 

When we started we charged, did we not / 

Mr. McGueer. I don’t know when it would be in that case, Senator. 

Senator GREEN. You don't know?’ Is that the answer. 

Mr. McGuer. Yes, sir: when we first made technical assistance 
available abroad. 

Senator Green. Then you don't know when we first began to charge, 
either / 

Mr. McGuer. No, sir: I don’t know that. I will be glad try 
to find that information for you. 

Senator GREEN. Then I can't pursue the thought. My point is 
that we usually charged, and that was an established principle, as I 
understood it. That was stated here at various times in the commit 
tee. Now they usually grant it; give it for nothing. 

Mr. McGuner. Yes, sir: under the various authorities which Con 
gress has voted so to do. 

Senator Green. Under what principles do you sometimes charge 
and sometimes not What is the discrimination based on 4 

Mr. McGueer. Senator, I know of no organized program of fur 
nishing technical assistance on a charge basis. If a country makes a 
request and comes forward offering to pay for a given technician. 
which it desires, then I am certain an arrangement can be made. I] 
think there is legal provision for the agencies of government to make 
him available to them. In reality this very rarely occurs, Senator 
Green, and if we waited for countries to come forward on that basis 
very little technical assistance would flow. 

Senator Loner. Will the Senator yield/ Do you mean to say that 
the American Ambassador, the American Minister in these countries. 
hasn't enough influence and personality and imagination to suggest 
to some of these countries that it would be a eood thing to get a tech 
nical expert in there and develop their resources / 

Mr. McGuer. Senator, Dr. Bennett is here, who is in charge of 
the technical-assistance program, and it may be, Mr. Chairman, he can 
address himself to this question. 

Senator Lopcr. I don’t want to get into the expert business. 
want to get into the broad lines of this, the common-sense thing. 

Senator Green. What I am trying to find out is, what is the basis 
upon which they sometimes grant it and sometimes charge for it? 


cr 
- 
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Senator Loner. If Senator Green is finished, I have two or three 
questions along this line. 

Senator Green. No; I haven't finished. You butted in on me this 
time. 

The CuatrmMan. Go ahead, Senator Green. 


CONTRIBUTION OF RECIPIENT COUNTRY FOR TECHNICAL ASSISTANCE 


Senator Green. I want to know whether or not there is any prin- 
ciple by which you sometimes charge for the technical assistance and 
sometimes do not; whether it is the wealth of the country or the im 
portance of the enterprise, or whether we are going to get  aiadialies 
out of it, or on what basis do you distinguish? That is my question. 

Mr. McGuer. Senator, there is no policy base for distinguishing, to 
my knowledge. To my knowledge there are very few requests now 
being fulfilled on the part of other governments on a payment basis. 

One problem that I] think must be faced in this connection is the 
very great cost of American technicians, which many foreign govern- 
ments are unable to pay, or are unwilling to pay in comparison with 
salaries being paid their own people. If they were forced to pay the 
going rate for American technicians and expenses, and so forth, very 
few would be emploved. If we do desire to inject our technical 
assistance into the progress of other countries in accordance with the 
basic principle of the President’s point 4 program, then it is necessary 
to provide their actual salaries and expenses in getting them there 
out of our own funds. 

Now, are ry the point 4 program, as you recall, the local expenses 
wert » pal d | 'V the people concerned, the local expenses for the tech- 
nicians to make effective their work. In the case of the servicio or- 
yanization, the Institute of Inter-American Affairs programs in Latin 
America, the host country pays the local costs and often up to 10 
times the amount we are paying for our technicians, or what sub- 
stantive contribution we make over and above the technicians. 

Senator Green. They do pay something? 

Mr. McGuire. Their local costs. Under the point 4 program, all 
of the local costs incident to the work of the technicians is paid by 
the host country. 

Senator Green. Is it the same in the case of Ceylon? 

Mr. McGuer. Yes, sir. The local expenses would be met there by 
the host country. 

The Cramman. Senator Lodge? 


BASIS FOR HELPING COUNTRIES WITH A FAVORABLE TRADE BALANCE 


Senator Loper. I would like to come back to this question that I had, 
which relates not to the poverty-stricken countries but to the countries 
that have got some dollars and have gota favorable trade 
balance and have got a hard currency and are relatively well 
to do, like Ceylon and Pakistan. I cannot for the life of me under- 
stand why it should be necessary for us to pay the expenses of technical 
assistance in countries like that. It seems to me that if they haven't 
enough ambition and enough “moxey” to go ahead and get some tech- 
nical assistance themselves and hire it themselves, then there is just 
ho hope for them. 

What is your comment on that? 
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Mr. McGner. Senator, experience has shown that if you leave it 
up to the country concerned to take the initiative or to pay the amounts, 
that it just does not happen. 

Senator Lopce. Let me ask you something. With an energetic young 
man like you, or an Ambassador in Ceylon or an Ambassador in Pakis 
tan, do you mean to say that after you have been there 2 weeks you 
couldn’t put across the idea that in their own interest it would be the 
sinart thing to do, to hire some American technical assistance / 

Mr. McGuer. It would be a very difficult thing when the officials 
you are dealing with probably get $2,500 a year and the man you have 
to bri ine from America gets S25,000 a vearas a private tec hnic jan or 
$10,000 and expenses as a Government employee. 

Senator Loper. I am an optimist by nature, but IT cant see much 
future where countries are as personal as that. 

Mr. MeGuer. It is minimized when we pay the expense, but it 1s 
an important matter. 

Senator Lopcr. When we developed the west we hired the services 
of the British engineers, who got far more than the people who lived 
in the west did. 

Mr. McGuer. That was all done on a private basis. 

Senator Lopge. Does a public basis always have to be 
worse than a private basis / 

Mr. McGuere. There is a distinct ditference bet ween operations ona 
public basis and a private basis. 

Senator Loner. Let me ask this. Mr. Secretary. I think the average 


sO much 


Member of Congress believes that these programs should only * for 
those who can’t afford anything, and it is going to hit some of them 
with an awfully dull thud when they find out, as T find out fo. the 


first time this afternoon, as it has certainly struck me. that a country 
like Pakistan and Ceylon, which has a hard currence has a favorable 
trade balance, has to get aid out of this program for something that 
is going to develop them. T think it is going to come as ate rrible 
shock, and I think it is not what the average Member of Congress 
considers the way foreign assistance should be e acone 

The Cuamman,. Ceylon is really a very rich country, isn’t it ? 

Senator Lopér. So is Pakistan. 

Mr. McGueer. Ceylon is not normally, in that it has a deficiency in 
foodstuffs. It produces graphite and rubber, which now command 
very high prices. 

Senator Lopgr. They have dollars. 

Mr. McGurr. Temporarily they have a surplus of 
rency. 

Senator Longer. Temporarily, why can't they pay for it, then ? 

Mr. McGuer. The program proposed for Ceylon, of 
| deleted |. 

The CHairmMan. Just a trifle. 

Mr. McGuee. There is a considerable element of straight political 
basis in offering a country, friendly to us, when other countries adjoin- 
ing it are getting a large program, a small program of assistance 
they can feel we are interested in that country. 

Senator Lopcr. The amount of good you do yourself directly by the 
use of money, I think, is very limited. I think we tend to fall back 
on that too much. I think a clever, imaginative man, fast on his feet, 
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who understands the situation, doesn’t need to have a great-big draw- 
ing account. 

Diplomats in Europe have had a lot of expense accounts and have 
been spending barrels of money and have been ending up behind the 
eight ball generation after generation. ‘The Germans did it, the Rus- 
sians did it, buying up the paper here and there, and it didn’t do so 
well. We don’t want to fall into that groove at all, I don’t think. 

The CHatrmMan. You will have to rush along. We have some other 
witnesses, and you have had 1 day. 


GETTING BACK TO THE ORIGINAL POINT 4 IDEA 


Senator Futsricutr. Mr. Chairman, I want to make one short ob- 
servation. I don’t think this is as new as it has been left for us to 
believe. I think the program of supplying Government officials, par- 
ticularly in agriculture, goes back as far as 1870 in a small way, but 
certainly with the Boxer indemnity as an official policy under a Repub- 
lican regime, and something that was very far-sighted. 

Senator Loner. Bipartisan foreign policy. 

Senator Futsrienr. It was under a very enlightened regime, and 
the Democrats didn’t have very much to do with it. 

Senator Loner. I didn’t have anything to do with that regime. 

Senator Futsricur. At any rate, it was around $16,000,000 we gave 
for that, and following that Herbert Hoover was very strong for this 
program following the First World War. It was an effort primarily 
political to induce some friendly relations with these countries 

Now, there is a big distinction between that approach and T think 
the way they have gone in expanding it here to supplying capital 
goods, which is the same distinction we sought to make yesterday. 
These relatively small programs are, I think, primarily political 
nature, to induce them, to show them in a small way what can be done 
ina particular area. I don’t think we should undertake to do it all, 
but to get them started, and I think that is an old idea which has now 
become very important simply because our political situation in the 
world is very critical as opposed to the way it was then. 

But the Republicans really started that idea, I would say, in a 
fairly substantial way with China. 

Senator Lopcr. I would say the Republicans have often made mis- 
takes. I didn’t think it would be necessary for me to say that. 

Senator Futsricur. I don’t think it was a mistake at all, but the 
question at issue here, I think, is with regard to going over into a very 
large capital investment program for which they don’t pay. That is 
the question that I tried to raise the other day with Iran. We have 
a very critical political situation with Iran. 

I will go along on the idea that we want to keep them on our side 
and give them a little technical assistance. Where I begin to bog 
down is sending in these very large capital investments, which it 
seems to me they ought to pay for on some basis of a loan of some kind, 
because—well, take in India. If they reclaim 21% million acres, or 
whatever it is, or 25 million, that land will have value. I don’t see 
any reason why some reimbursement out of the product of that land, 
which we clear, shouldn’t be paid to us; whereas the little program 
that Holmes was describing and which last year cost I think alto- 
gether not over $400,000, in the neighborhood of $400,000, is to me an 
entirely different type of program. 
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I think there is a distinction bet ween those two. 

The Cuarrman. Allright, Mr. McGhee; go ahead. 

Mr. McGuer. May I just say that here in south Asia we have a 
different situation from elsewhere in the Far East, in that you have 
here relatively stable governments. There is no fighting, there is no 
immediate danger that these countries are going Communist, although 
there is an internal Communist problem. You do have here people 
who are basically oriented to the free world, even though there is, 
as we have just discussed, a trend toward neutralism, which we don’t 
like and which we wish could be succeeded by a more positive approach 
to the question of collective security and to the basic issues in the cold 
war struggle. 

ECONOMIC CONDITIONS IN INDIA 


If we turn to the individual countries, India has a population of 
350,000,000 enjoying an income of some $50 to 360 per capita a year, 
with extremely low standards of living reflecting limited resources in 
comparison with a very large and increasing population. 

India is import: int to us by virtue of the important raw materials 
we get there. Thirty-six percent of our manganese comes from there; 
87 percent of our mica; 82 percent of our burlap; large quantities of 
other raw materials. 

India is basically agricultural. Seventy percent of the people are 
farmers, as Mr. Holmes pointed out. Their yields are quite low, 
roughly, half ours. There is a great deal that can be done by way 
of increasing their agricultural production. 

This committee is familiar with the last Indian grain request, 
wherein the normal Indian requirement of 2,000,000 tons a year was 
by virtue of adverse circumstances increased to 6,000,000 tons. This 
type of situation—the need for meeting normal requirements as well 
as provide some cushion to take care of catastrophes such as existed 
this year—are objectives which we feel a program such as we have 
recommended for India should direct itself toward. 


POLITICAL ATTITUDES IN INDIA 


We find in India, in Mr. Nehru’s government, a middle-of-the road 
government, with basically the same principles as our own Govern- 
ment and other western governments. We find here that the govern- 
ment is anti-Communist, and I would like to read to this cominittee, 
because I think it would be interesting to them, two statements Mr. 
Nehru has made within the last month with respect to communism. 

I quote from a statement he made in a speech in New Delhi on July 
13: 

Communism’s appeal to the many has been based on its promise to satisfy 
certain essential human needs and to provide security, but we have seen that 
it brings in its train conflict and violence and authoritarianism in the suppres- 
sion of the individual. Can we provide economic security and progress without 
sacrificing democratic liberty? There is no reason why this should not be 
possible, though the path may be difficult. 

In a speech in Bangalore on the succeeding day, Mr. Nehru said: 

The Communists have followed the path of violence and open warfare against 
the state. No state can tolerate that. Their object appears to have been to 
create chaos and disruption out of which something perhaps might come. To 
some extent they have varied their policies and tactics recently, but basically 
their approach continues to be the same as before. 
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The Cuaman. Mr. Nehru never indicated an assent to the United 
States attitude on this problem ? 

Mr. McGuer. As you know, Mr. Chairman—— 

The Cuairman. Answer that question. Then you can make your 
speech. 

Mr. McGuer. Mr. Nehru supported the basic principle of resisting 
aggression in Korea, which this Government supported strongly. 

The Cuamman. He didn’t send any troops there. 

Mr. McGuer. He sent an ambulance unit. 

(Discussion was had off the record.) 

The Cuarrman. Is there anything new, other than what you men 
tioned the other day, to which you want to direct your attention now ¢ 
We have had a pretty good report on India. You are giving them 
$65,000,000 out of the $80,000,000, is that right ? 

Mr. McGuire. Yes, sir; that is correct. 


SPECIFIC PROJECTS FOR INDIA 


May I just summarize briefly the specific projects that we had in 
mind, and which were touched on by Mr. Holmes in his presentation. 

The Cuatmman. All right. 

Mr. McGueer. First is the kans grass project. As Mr. Holmes states, 
that involves relatively large tractors doing deep plowing. These 
tractors, it is envisaged, would clear 250,000 acres of this land a year. 
Ultimately there are some 4,000,000 acres in this program, whic th it is 
felt the Indians ¢ oule l carry on after our technicians have started the 
program off on a 2-year basis. 

Mr. Holmes’ extension services, which he spoke of the first day be- 
fore the commitee, Mr. Holmes for a long time operated by himself. 
Under this program we envisage an expansion of his services to include 
50 extension workers; it would envisage some $3,760,000 of expendi- 
ture. There would be some funds for procuring steel which could 
be made into simple plows to be used in this program. 

There is a program for digging 3.000 tube wells for water to in 
crease production in an area of 2,000,000 acres. 

The Cratrman. Those are guesses, of course. 

Mr. McGurr. Oh, ves,sir. These were done, though, by Mr. Taylor, 
the agricultural attaché in India, who appeared before your committee 
in connection with the grain request; by Mr. Holmes, and by a group 
of ECA and State that went out 6 months ago. Mr. Loftus, on my 
right, was the State Department representative in that group. 

It is envisaged that the drilling of these wells could result in the 
permanent increase in production of 700,000 tons of food grains a 
year in India. | Deleted. ] 

It is envisaged that there will be some 225,000 tons of fertilizer im- 
ported. All of these programs that I have mentioned, and others, are 
basically agricultural, basically to address themselves to this deficiency 
of 2,000,000 tons a year of grain which costs $200,000,000 and which 
keeps India from being able to invest in its own development. 

Now, the other programs I don’t believe require a great deal of dis- 
cussion. The program for Pakistan—— 

Senator Futsricutr. Before you leave India, why wouldn’t the kans 
grass program be a self-liquidating program’ Who owns the land 
now’ ILassume it is no good as it is. Does the Government own it? 
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Mr. McGueer. It is owned by various private owners. 

Mr. Lorrus. Some of it is public domain. 

Senator Futpricur. If you go in there with these big 100- oe 
power tractors and clear 250,000 acres a year, it seems to me t has 
within it possibilities of liquidation and benefit to the saaubey. 

Mr. McGuerr. You have a problem with respect to India when 
you consider additional loans. India has now exhausted her pos- 
sibilities of further credit. 


POSSIBILITY OF OBTAINING PRIVATE FINANCING FOR SPECIFIC PROJECTS 


Senator Futsricur. These are specific projects for a specific pur- 
pose. I would think you could work something out on the basis of 
that being your security, the land you yourself create and make pro- 
ductive. I don’t know why that wouldn't appeal to us as a good cai. 
ness proposition. W hy do you object to it? IL wonder, why do you 
think it isn’t subject to that kind of treatment ? 

Mr. McGueer. [ don’t stand in opposition to the general principle 
of Jjoans for capital development. 

Senator Fuisrigur. That seems to me to be the big difference. 
Take a fertilizer plant. You built a $10,000,000 fertilizer plant. 
I think Mr. Pawley has had some experience. That plant paid for 
itself, didn’t it, Mr. Pawley ? 

Ambassador Paw trey. Yes. 

Senator Futpricur. Why can’t we do that again? That is what 
we did in this country. The British and the Dutch financed our 
railroads and other things and we paid them for it, and then we 
benefited and so did they. I don’t see why that isn’t subject to being 
applied in India. 

Now, on the extension service [ am willing to go along with a mod 
erate amount of that because there is no direct connection between 
that and immediate concrete results. It is a sort of a form of edu- 
cation. But these other projects seem to me to be ideal subjects for 
our financing, with the idea that you get paid back. 

That land could be then sold, I would think, for enough to pay 
for it. 

Mr. McGuHer. Senator. of course you realize that that derives local 
currency, and one of the prob Jems in connection with a program 
of this nature is availability of local currency for the project. 

Senator Futpricutr. At some time we think the Vv will have a bal- 
ance of international payments, don't we ¢ 

Mr. MeGuer. That is correct, but if you go from the return in 
rupees, which these investments would make, to the question of the 
entire Indian economy earning dollars to repay foreign investors, 
then vou run into the fact that India has borrowed some $300,000,000, 
which most people would say is as much as her prospects for repay- 
ment justify. Since you need the counterpart, these goods are im- 
ported, This partic ‘ular project is not a fertilizer plant. We propose 
a direct importation of fertilizer. The project | ee was the 
$5,000,000 for improved fertilizer. That would be sold for rupees, 
which could be used as the local counterpart ok: the tube well : _ 
the other programs, and from that standpoint would be required i 
that program and not available for repayment. 
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Senator Futsricur. You are going to get counterpart for $100,000,- 
000 out of the wheat loan. I don’t think there is going to be any 
lack of counterpart before we get through. We get counterpart for 
50 percent of the wheat loan. 

Mr. McGurr. As you know, there will be some $150,000,000 coun 
terpart, estimated, derived. However, since it was a loan and not 
a grant, there is no assurance that the counterpart will be used for 
this particular purpose, and it must in theory be dedicated to purposes 
which will repay the loan. 

Senator Funsricur. We will certainly have a position to argue 
with them and try to persuade them to use it for that. 

Mr. McGuer. We will seek to have that counterpart applied for 
development purposes, but as Mr. Griffin pointed out, the limiting 
factor in almost every case, when you come to these programs, is the 
availability of counterpart. Insofar as these importations would 
result in counterpart, if they could be expended on the project rather 
than the concept that the funds would be set aside for repayment, 
I believe it would further the purpose of the program. 

The Cuairman. All right. Go ahead. 


JUSTIFICATION FOR PAKISTAN PROGRAM 


Mr. McGuer. In the case of Pakistan Senator Lodge has quite 
well pointed out that Pakistan is in a relatively favorable balance of 
payments position as of the present time. It is true, however, that 
Pakistan is balanced on a very low level of economic activity. The 
program of $12,500,000 which we propose is basically agricultural 
extension work to assist Pakistan to further increase her presently 
surplus production of foods, which can enable her to earn funds to 
accelerate her own development. | Deleted. | 

In addition, however, Pakistan does require this over and above 
her own funds if she is to raise the general level of her economik 
activity. 

Pakistan is a country of 80,000,000 people, and is very friendly to 
us. She has a great role to play among the Muslim countries. It is 
in our advantage to e1 nara ive her friendship. [ Deleted. | 

The other programs I don’t want to elaborate on because they are 
technical-assistance programs. In Afghanistan it is entirely to assist 
the Afghans through sending out some mining experts to assist them 
in modernizing their coal mines. In the case of Nepal, which is a 
very small country, it is a gesture to show our interest and friends mt 
by sending out a few people to help them explore their mineral 1 
sources. | Deleted. | 


COORDINATION WITH COLOMBO PLAN 


Our contribution to these countries fits in with the plan of self-help 
which these countries have themselves devised in the 6-year Colombo 
plan. We have supported their plan in its general concept. We feel 
the grain given India, insofar “3 it derives counterpart, is an assist 
ance to the Colombo plan. These funds which we propose can qualify 
as assistance to the Colombo plan. Great Britain is assisting im this 
plan: Australia and Canada have already assisted, and our contr 
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bution which we propose here we feel is the minimum amount which 
this country could make if south Asia is to feel that we have an interest 
in assisting them to achieve this plan. 


AID TO AFGHANISTAN 


The CHairmMan. In the case of Afghanistan you are going to spend 
this money to help them i cenenere their coal-mining operations 4 

Mr. McGuer. Yes, si 

The Cuairman. Do “a think that is justified / 

Mr. McGursr. Senator, the coal mine is a very inefficient mine. 

The Cuairman. I know; but it is their mine. What business have 
we got to go over there and tell them how to run their mine / 

Mr. McGuer. That is correct, sir. We have not given any grant 
assistance to Afghanistan. They have expended their own resources, 
$100,000,000, and have borrowed some money from our E xport-Import 
Bank, and on their own they are making a very determined effort to 
better their condition. They are building a TE m in the southwestern 
part of Afghanistan. We feel Afghanistan’s situation is so critical 
that it is very much in our interest that Afghanistan be a stable coun- 
try and that ‘they be friendly to us, as they are now. If they are over- 
come through subversion, Russia would be on the borders of Pakistan 
and would have bisected the south Asian Continent. 

The Cuairman. Is that all? 

Mr. McGuer. Senator, in order to save a little time for Iran, I 
would like then to terminate my discussion, unless there are technical 
questions, and go to Ambassador Pawley. 


LOANS FOR CAPITAL INVESTMENTS—GRANTS FOR CONSUMER ITEMS 


Senator Futsrienr. I understood ‘you to say you were not to build 
a fertilizer plant. I believe one of your provisions is to build 
tilizer plant. 

Mr. McGner. You are quite right. 

Senator Futsrieur. In building such a plant, there again it seems 
to me it is a good project for which they could agree to repay us. I 
am sure it would be long term, on the assumption that at some time 
in the future that country is going to be on its feet. I don't expect 
them to pay it concurrently with the expenditure. 

Ambassador Pawtry. That plant is costing about $70,000,000 total. 

Senator Futrrieutr. This says “Total cost, $19,000,000." 

Ambassador Paw try. That is the contribution by this country. 

Senator Funsricnt. I am referring to project No. 24. It says, 
“United States grant $12,600,000: Indian sourees 86,800,000: totel, 
$19,400,000." Regardless of the details, I am speaking only of the 
principle. 

Ambassador Paw try. It has been 3 years under construction. 

Senator Futprigur. They need the fertilizer. We assume that at 
some point, whether in 5 or 10 years, India is going to have bal: ee 
international payments. We had a deficit in this country back i 
the last century, didn’t we, at the tae this same type of thing was 
taking place? I can’t quite see why you refuse to admit that is a 
proper and legitimate way to approach part of these projects, partic- 
ularly the ones involving capital investments. 
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Had you seriously thought about that ? 

Mr. McGuer. Yes, sir. 

Senator Futsricnr. And you turned it down for what reason ? 

Mr. McGuer. The basic reason why we don’t recommend further 
loans to India is that we feel that with the $190,000,000 loan for wheat 
India’s credit is now exhausted; that it is not realistic to set up addi- 
tional loans. 

Senator Futpriut. You don't recognize anv distinction between a 
loan for consumer goods which they uonsume : and that is re: ally human 
itarian and prevents starvation—I don't know that it has any economic 
benefits to India, but between that—and the creation of a plant which 
it is expected will continue for many years to produce wealth? It 
seems to me there isa great distinction. 

I would agree with you: I was very reluctant about this consumer 
loan for wheat, but I don’t feel the same way about a plant at all. 
Doesn't that make any sense to you at all, Mr. Pawley/ You have 
been engaged in this type of thing. 

Ambassador PawLery. Yes: it does make sense to me. 

Senator I ULBRIGHT. Isn't there a distinction between a loan for con- 
sumer woods that will be all used up in one season / 

The CHarrmMan. Let’s finish with Mr. McGhee first. 

Mr. McGuer. We have met this prob em elsewhere, as vou recall. 
We are making capital investments in Greece and Turkey and else- 
where in the world. Even though it is a capital investment, one does 
look to the over-all financial situation of the country when one con- 
siders the question of repayment in dollars. We have made capital 
investments under both the Greek-Turkish and the ECA programs in 
other countries, without repayment, when the over-all balance of 
payments situation of the country did not justify it. 

Senator Futpricut. It isn’t a eood reason that if we made a mistake 
in the past we have to continue to do the same stupid thing from now 
on out. That isn'ta good reason. You have to consider each of these 
on its own basis. 


INDI \’S PRESENT CREDIT AND BALANCE-OF-PAYMENTS SITUATION 


Mr. McGueer. India is in the process of borrowing for very large 
capital requirements in the field of transport, in the development of 
its river valleys, and other industrial projects. It can’t find the funds 
from loan sources in order to do all of these projects. 

Senator Futsricutr. It can find these, if we are going to vote this. 
The only difference is whether you do it on a grant basis or whether 

you do it on a loan basis, secured by that particular project. 

It is carrving the Export- ~~ Bank idea only a little further into 
the political field, we will say, where you don’t call it a bankable loan. 

Mr. McGuer. Surely if. ‘for example, vou took this project, the 
Sindri fertilizer plant, as a bankable project, and you used Indian 
dollar earnings to repay the $12,500,000, which T agree is quite rea- 
sonable in itself, all that would mean in effect. if one considers the 
very large sums which India has borrowed for grain and other pur- 
poses, is that they would pay 812,500,000 for this purpose which 
otherwise would have been repaid for some other purpose. 

Senator Futsrignur. What is India’s external debt at this time? 
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Mr. McGuer. They owe the International Bank $48,000,000 which 
may be extended to $85,000,000 and they owe us $190,000,000. With 
some Other items counted in, their total external debt is about 
$300,000,000, 

Senator Futsricur, That is a very small amount for a country 
with 350,000,000 people, isn’t it¢ As a matter of fact, they have 
balances in London far greater than that now, do they not? Are 
you sure that on balance they are a debtor country ¢ 

Mr. McGuer. If you include all of their assets, many of which 
are required for a currency base 

Seiator Futsricgur. Are they / 

Mr. McGuer. On balance they are not. 

Senator Futsricur, And then you say they can’t support any 
further external debt? I just don’t be lieve that. I think there is a 
question of the time when they can pay it, but I can’t accept that ides 
that they are never going to be in a position to service any external 
debt. 

Mr. McGuer. Here is their situation, Senator Fulbright, that for 
a very long time to come they will need not only their present re- 
sources and what they can borrow from all existing sources, but a 
great deal more if they are to make a dent in their development. 

Senator Futsricur. How long a time do you think it will be be- 
fore they will have achieved a balance of international payments? 

Mr. McGuer. The question of a balance of international payments 
is not the real issue. They are roughly in balance now. 

Senator Funpricnr. | thought you said it was the real issue so 
far as making a loan. It seems it is a very important element when 
it comes to making loans as between countries. 

Mr. apres — is in a position on current account of being 
roughly in balance, but having very large investment requirements. 
If they are to even hold their present standard of living the problem 
isn’t so much the balance of payments as to get additional capital 
to invest. 

Senator Fuierignr. I don’t make myself clear. I might be per- 
fectly willing to go along with this in capital investment if it is on 
the basis of a loan. I see no reason to give it to them on this type 
of project. If the ‘vy are not debtors, if thei ir current eyes nts are in 
ae or even if not in balance if there is a prospect of it being in 

balance in the reasonable future, 1 don’t see why it is not aden to 
negotiation on the basis of a loan. 

The Cuarrman. Mr. MeGhee, you will have to hurry through now. 

Senator Loner. I have a question I would like to ask Mr. McGhee. 


INDIA’S ¢ APACITY TO REPAY LOANS IN DOLLARS 


You said it would strain Indias’ credit. Why can’t a matter 
like a fertilizer factory be taken by itself and stand on its own 
bottom; to the extent of which they make mon ey out of the fertilizer 
it is p slowed back in order to amortize the loan, like the self liquidat 
ing projects we have in the west? Why does it have to strain the 
whole of India’s credit? Why can’t you set up these things, each 
one separately, and amortize whatever you can over whatever length 
of time it may take? Why can't you do th: at / 


87360—51 3 
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Mr. McGuer. Conceivably you could. 

Senator Loner. Allright. ‘That is your first answer. 

My next question is, why don’t you? 

Mr. McGueer. If you consider that we are interested in the pay 
ment of dollars, India’s over-all dollar obligations 

Senator Longe. Not necessarily dollars; repayment in anything. 

Mr. McGuer. We will be in a sense repaid with counterpart 
rupees. 

Senator Lopcr. Whatever they may be able to get. We may be 
able to work it out in monazite sands, 

Mr. MceGuer. All of the monazite sands they can produce they 
can sell, and that is calculated in their balance of payments. 

Senator Lopcr. Something else, then. 

Mr. McGuer. That is true of m: inganese, mica, and burlap. Those 
are the only things they derive dollars from, and all that is caleu 
lated in their balance of payments. They just don’t have anything 

else we want. 

Now, if you consider that they have a total dollar obligation of 
some $300,000,000 with almost no prospect of repayment, because 
1 would say the prospect of repayment is very low, what advantage 
is gained if you go in and take this one isolated plant of $12,000,000 
and say that you are going to repay this directly in dollars, and let 
the rest of the $270,000,000 go in default? If this plant saves dol 
lars, and it will save dollars only by making it unnecessary to import 
dollar food, because the immediate return is going to be increased 
food production in India—— 

Senator Loner. There must be things we want them to do. Why 
can't those things we want them to do be credited against the things 
we do for them? Put it very broadly, just in the interest of their 
own self-respect. 

Mr. McGuer. You can search the economy of India and I don't 
think you can find anything they can do for us or give us except 
these raw materials. 

Senator Lopcr. We want them to raise their standard of living. 
We achieve that. There will be a counterpart engendered by the 
investment in the fertilizer plant. That counterpart will be spent 
as a part of this program. In a sense we have achieved what you 
want to achieve in India. 

The Cuatrman. Is that all? 

Mr. McGuer. I would like to pass to Ambassador Pawley. 

The Carman. Ambassador Pawley, you will have to make if 
pretty brief. 

Mr. McGuee. May we have some little time on Iran? 

( Deleted.) 

The CHairnman. Get on to Iran now, and make it brief. We have 
spent enough time on Iran to buy the place. 


PROGRAM FOR IRAN 


Mr. McGuire. I appreciate your interest, and why I come back is to 
clarify a couple of points that have been raised, particularly by Sen 
ator Fulbright. I might say that I don’t wish to make a great point 
of the inclusion of the. capital items in question in this program. 
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The CHamman. You are talking about those big combines. I 
think that is all foolishness. Iam not going to vote to give a nickel 
to buying combines for Iran. 

Mr. McGuee. All right, Senator. I would like to tell you why 
they are included in the program, but all of us who are connected with 
this program feel that the program itself is more important than the 
inclusion of a million and a half dollars for these combines. Since 
we are offering Iran a loan in any event, and since combines were 
included originally as matters subject to this loan, we would much 
prefer transferring these to the loan, rather than incur the displeasure 
of your committee over their inclusion in this grant program. 

I would like to state just briefly the importance that we attach to 
this Iranian program, because I am afraid that was not emphasized 
before. 

The Cuairman. Iran is going to get all this money out of the oil 
royalties. Why should we go out and subsidize it ? 

Mr. McGuee. Senator, we hope it does. There is no assurance vet 
that it will. When it does, and it does not need any assistance, we 
won't give it to them and we will save these funds. 

The CnarrMan. [am not sure you won't give it to them. This is 
the “gimme” crowd that is up here today, on this whole program. 

Mr. McGuer. Yes, sir. We have been criticized for not having 
done enough for Iran. Senator McMahon read from the Life edi- 
torial which criticized us for.not going in there before with grant 

The Cuatrman. Life is not running the Congress. 

Mr. McGuer. Nor the State Department. 

We did feel a vear ago however that we needed to do something 
for Iran. We first of all authorized a $25,000,000 Export-Import 
Bank loan, which I think is in accordance with the sentiments of 
your committee, who believe you should approach these problems first 
from the standpoint of a loan before seeking a grant. We tried to do 
that, but nothing has come of that for the reason that the Iranians 
have not accepted the loan, and even if they did I question whether it 
could get into operation fast enough to meet the immediate problem 
that is faced there. 

When Ambassador Grady went out he took with him seven techni- 
cians who looked into the projects which could qualify for the loan, 
who subsequently, because they felt the situation in Lran was so difli- 
cult and you needed a short-term evidence of success in the de -velop- 
ment field in order to crystallize sentiment in the country in favor of 
the Government, recommended the grant program of assistance a h 
we now present to you. Mr. Leslie Wheeler, who was formerly 
charge of the Office of Foreign Agricultural Relations and who was 
in charge of the Agricultural Section of this mission, 
would like for him to tell you—— 

The Cuamman. How much is the grant you propose ? 

Mr. McGuer. $24,000,000, 

The CnammMan. To give to Iran, to hand out to them ? 

Mr. McGuer. That is correct, with the usual application of coun- 
terpart funds to be derived for a development program. 

1 would like for Mr. Wheeler to tell you in very brief words the 
basic elements of this program we recommend. As you recall, we 
mentioned the program of village improvement, the Agricultural In- 
stitute, and a program of water development. 
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The CuarrMan. He will have to wait until we get through with 
Mr. Hickerson, Assistant Secretary of State, who has been here for 
2 or 3 days. Now you are running another man in on us. What is 
his name? 

Mr. McGuer. Mr. Leslie Wheeler. 

The CuarrMan. Come around, Mr. Hickerson, and make your state- 
ment. This is Iran? 

Mr. Hickerson. No; this is Korea. 

Senator Green. I have a few questions about Iran myself. 

The Cuairman. We will get back to Iran. 


STATEMENT OF HON. JOHN D. HICKERSON, ASSISTANT SECRETARY 
OF STATE 


Mr. Hickerson. Mr. Chairman and members of the committee, my 
name is John D. Hickerson. I am Assistant Secretary of State for 
United Nations Affairs. I want to say just a few words about section 
303 of this proposed bill, which authorizes an appropriation for Ko- 
rean reconstruction. I will leave the statement. sir, for the record. 

The Cuarrman. Have you a written statement / 

Mr. Hickerson. I have put it in written form. 

The CHairman. We will be glad to have that. 

(The statement referred to is as follows :) 


STATEMENT OF Mr. HICKERSON 


Section 303 of the Draft Mutual Security Act authorizes the appropriation 
of not more than $112.5 million for the United States contribution to the United 
Nations Korean Reconstruction Agency which was established by the resolution 
of the General Assembly of the United Nations of December 1, 1950.) In addi- 
tion, section 308 makes available for contribution to the Korean agency unex- 
pended funds previously appropriated for expenditure in Korea by the Economie 
Cooperation Administration, which are approximately $50 million. The total 
United States contribution to UNKRA in the fiscal year 1952 would thus not 
exceed $162.5 million. 

The draft legislation also provides that in computing the amount of such con- 
tributions by the United States there shall be included the value of goods and 
services made available to Korea by any department or agency of the United 
States for relief and economic assistance after the assumption of responsibility 
for such operations by UNKRA. The value of such pipeline supplies cannot be 
known at this time. The amount of the United States contribution will, in no 
event, be larger than $162.5 million, however, and this provision with respect 
to pipeline supplies would accordingly operate to reduce the appropriation which 
will actually be sought under the authorization of section 308a. 

This legislation is requested on the assumption that the situation in Korea 
is going to be stabilized within this fiscal year sufficiently for the rehabilitation 
task to be undertaken. If that expectation does not come true, funds will not 
be turned over to the UNKRA in any major amount and will not be spent. 

The members of this committee are, of course, aware of the two major policies 
upon which this Korean program is based: First, that aid must be given to the 
people of Korea to enable them to survive the ravages of this most destructive 
war, else the war itself will have been in vain; second, that the responsibility 
for such assistance rests upon the United Nations. 

The rehabilitation operation will be undertaken as soon as the military situa- 
tion permits. The United Nations Military Command will determine when that 
time has come. In the meantime, there can be no divided logistical responsi 
bility, and the United Nations Command must continue its responsibility for 
relief and economic assistance. However, an UNKRA staff is already at work 
in Korea, cooperating with the command in the latter’s relief activities, plan- 
ning UNKRA’s posthostilities operations, rendering indispensable assistance to 
the Korean Government in the solution of internal economic problems, under 
taking all other rehabilitation activities which the command agrees are feasible 





gh with 
here for 


What is 


ur state- 


RETARY 


ttee, my 
‘tate for 
t section 
for Ko- 
record, 


‘opriation 
he United 
resolution 
In addi- 
ney unex- 
Economie 
The total 
thus not 


such con- 
moods and 
ie United 
onsibility 
vannot be 
ill, in no 
h respect 
ion Which 


in Korea 
bilitation 
; will not 
ent, 

r policies 
en to the 
‘structive 
onsibility 


ry situa- 
vhen that 
responsi 
bility for 
at work 
ies, plan- 
stance to 
is, under 
» feasible 


MUTUAL SECURITY ACT OF 1951 671 


at this time, and preparing to expand into full-scale operation of relief and 
rehabilitation as soon as the military situation permits. 

During this interim period before UNKRA can take over the responsibility 
and operations, relief goods will continue to be financed by the United States 
through Defense Department appropriations, with contributions from other 
members of the United Nations and nongovernmental organizations. It is not 
planned that UNKRA funds will be expended in any large amount for relief sup- 
plies until UNKRA can assume the full responsibility for relief operations, the 
reasons being, first, that the control of UNKRA expenditures required by the 
United Nations resolution is incompatible with the responsibility of the mili- 
tary; and second, that the magnitude of the rehabilitation task which is still 
to come makes it desirable tHat the resources of UNKRA be conserved for this 
effort and not be expended during the military phase. During the military phase 
the relief mission is inextricably related to, and is in fact a part of, the military 
mission in Korea. However, an agreement has already been entered into bs 
the Unified Command and the Agent General for UNKRA, which provides that 
UNKRA will undertake complete operation of relief and rehabilitation just as 
soon as the military situation permits. 

So much for the military conditions under which UNKRA will be able to 
operate. The political conditions of UNKRA operations will be determined by 
the political decisions of the United Nations. The General Assembly's resolution 
establishing UNKRA excludes any possibility that UNKRA will enter into rela- 
tions with, or engage in activities in, an area controlled by any authorities in 
Korea which are not recognized by the United Nations. 

UNKRA, as established by the resolution of the United Nations Géneral As- 
sembly of December 1 is an independent organization of the United Nations 
headed by an Agent General, who reports to the General Assembly through 
the Secretary-General. The Agent General is an American, Mr. J. Donald 
Kingsley, who was formerly Deputy Executive Director of the War Manpower 
Commission, Deputy Executive Director of the Office of War Mobilization and 
Reconversion, and Assistant Administrator of the Federal Security Administra- 
tion, and who is now Director General of the International Refugee Organiza- 
tion, Where he has done an excellent job. He has as his principal deputy and 
head of the present Korean staff, Sir Arthur Rucker, a British national, who 
has served ably with him in the International Refugee Organization. The United 
States is a member of the Advisory Committee to the Agent General of UNKRA, 
which committee was established by the United Nations resolution and has as 
its other members the United Kingdom, Canada, Uruguay and India. 

We have submitted to your committee's staff the tentative program of UNKRA 
for its first full vear of operations. Any program which can be drawn up at 
this time is of course tentative and subject to considerable revision as the actual 
needs in Korea are examined on the ground in the light of the developing situa- 
tion. The planned program is based, however, largely on information which has 
been supplied by the United States Army and by the ECA, which has of course 
had a very extensive experience in Korea, and the program is believed to be 
realistic in its general concept. It provides for a breakdown of the $250 million 
fixed by the United Nations as the initial UNKRA program, into three parts 
of approximately equal magnitude: relief, imports necessary to sustain the 
Korean economy and help the Koreans make the maximum contribution for their 
own support, and rehabilitation items. It is obvious, I think, and experience 
both in war-devastated countries and in countries seeking to develop their in 
dustrial resources has demonstrated, that the rehabilitation of an economy is a 
laborious process in which external aid can supply only one component. The 
major rehabilitation effort in Korea will have to be that of the Koreans them 
selves, and it is necessary in developing a program of external aid to give primary 
consideration to the strengthening of the internal economy to enable it to make 
its own basie contribution. Accordingly, the supplying, for the initial period, 
of relief goods and of basic commodities required by the Korean economy is a 
prerequisite to the rehabilitation of the devastated homes, hospitals, facilities, 
and industries of the country. This is particularly true because the Korean 
economy, as the direct result of the war activities, is now threatened by serious 
inflation: therefore, the economy of Korea must be stabilized before major re- 
habilitation efforts can be achieved. 

The initial program for Korea is designed to sustain the lives of its people. 
An additional program will be required in the future to achieve even a con- 
tinuing survival basis. To meet fully the most urgent needs of the Korean people 
would require an initial program much larger than the program now proposed 3 
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but the larger amount has not been sought at this time because of the practical 
limitations on the amount that can be economically translated into delivered relief 
and rehabilitation in the fiscal year 1952. Future bare essential needs will be 
presented on the basis of the reports of the Agent General to the United Nations 
as he determines them from operating experience in Korea. 

May I now summarize the vital considerations with respect to the Korean 
section of this draft bill? 

Mr. Rusk has previously stressed, in his testimony before this committee, the 
importance of congressional authorization at this time of the total pledge to 
UNKRA from the viewpoint of the morale of the Korean people and the support 
of the Government of Korea. I, too, believe that the maintaining of the morale of 
the Korean people is of crucial importance—both with respect to current and 
continuing problems and also with respect to problems which will arise in the 
future. 

I wish to refer to another morale problem—one which is also a very practical 
problem. 

I have stated that the United Nations established UNKRA to meet the problem 
of Korean relief and rehabilitation on a United Nations or multilateral basis. 
The United States took a leading role in the establishment of UNKRA by the 
General Assembly. We believed then, and we believe now, that it is of the 
greatest importance that other countries share the responsibility—and the 
cost—for relief and rehabilitation in Korea and that the burden should not fall 
entirely on the United States as it probably would if the mutual support by the 
United Nations through UNKRA were not available. 

Subject to congressional approval, the United States pledged $162,500,000 as 
its share of the support of UNKRA. Other countries also pledged financial sup- 
port subject to parliamentary approval. Already, an amount in excess of $205 
million has been pledged as contributions to UNKRA by members of the United 
Nations. This was a joint, cooperative undertaking entered into in good faith 
by the representatives of the member governments of the United Nations. 

If there should be any indication of unwillingness of the Congress of the United 
States to confirm and authorize the full amount which was pledged to UNKRA 
in the General Assembly by the representatives of the United States, it would 
have a most unfortunate effect on our position of leadership in the United Nations 
and upon the willingness of other governments to contribute to relief and re- 
habilitation in Korea. Legislative action is being taken in a number of countries 
currently to enable those countries to fulfill their pledges. I am concerned with 
the effect unfavorable action by the Congress would have upon those govern- 
ments. Furthermore, it is expected that other countries which have not already 
pledged financial support of UNKRA will soon do so. Action by the Congress of 
the United States may well determine whether such other countries will make 
any contribution and also what will be the amount of their contribution. Fur- 
thermore, the United States must not overlook the fact that some countries have 
in good faith already paid in their contributions. To name only one, Canada has 
paid its contribution of $7,250,000. 

Approval by the United States Congress of the amount which was pledged to 
UNKRA by the United States representatives in the United Nations will serve 
as an incentive to other nations to make larger contributions. I believe that the 
facts I have cited bear me out. Any contrary suggestion fails to recognize that 
other governments are well aware of the major responsibility which the United 
States has assumed with respect to the Republic of Korea; and that they ac- 
cordingly look to the United States to provide leadership and to assume a major 
share of the financial burden. I believe that any reduction of the amount 
pledged by the United States representatives would inevitably result in reduced 
contributions from other countries and thus increasing the eventual cost which 
the United States would have to bear unless the United States is willing to 
abandon Korea to a clearly foreseen fate. 

There is need at the present time to provide an authorization for the full 
amount even though UNKRA is not fully in operation. I have described the con- 
ditions under which UNKRA will assume full responsibility for relief and re- 
habilitation, and the steps which have already been taken toward the assump- 
tion of that responsibility. The exact date when UNKRA will have complete 
responsibility cannot yet be fixed. It is probable, however, that the UNKRA 
program will be fully under way at a time during the current United States fiscal 
year which will require large amounts to be available for commitment. In addi- 
tion to action by the committees concerned with foreign relations, the United 
States’ contribution will require action by the Appropriation Committees. This 
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action, as we all know, takes time. There is a serious danger that funds could 
not be made available in time for UNKRA to discharge its rehabilitation respon- 
sibilities if the authorization for the full United States contribution is not ap- 


proved at this time. 
There is no danger that United States’ funds would be made available to 


UNKRA before it is in a position to use them effectively for the benefit of the 
Korean people and in furtherance of the aims of the United States and the 
United Nations. The draft bill itself provides that the sums made available pur- 
suant to it may be contributed from time to time in such amounts as the Presi- 
dent determines to be appropriate to support those functions of UNKRA which 
the military situation in Korea permits the agency to undertake pursuant to ar- 
rangements between the agency and the United Nations Unified Comimand— 
which means for this purpose the United States Government. 

In conclusion, I believe that the United States should maintain its established 
role of leadership in Korea, and should fulfill its moral obligation to the Korean 
people—its moral obligation to help the Korean people to survive on at least 
a minimum-existence basis—its moral obligation to sustain life for those who 
have survived the war (thousands of whom have crippling war wounds) but 
who cannot continue to survive as an independent Republic of Korea unless the 
United States contributes its share of food, clothing, medicines, and rehabilita- 
tion. 

Mr. Hicxerson. When the fighting stops in Korea and the situation 
stabilizes, it is clear that there is going to be a great reconstruction job 
to be done there. While the major part in that must be taken by the 
Korean people themselves—— 

The Cuatrman. Isn't that a United Nations project ‘ 

Mr. Hicxerson. Yes, sir. 

The Cuarrman. We are not going to do it all? 

Mr. Hickxerson. No, sir. I said, while the major part must be done 
by the Koreans themselves, who have suffered so much, it is clear they 
have got to have help. It is equally clear that this should be a United 
Nations responsibility. That is the basis, sir, upon which we have 
proceeded. 


THE UNITED NATIONS KOREAN RECONSTRUCTION AGENCY (UNKRA) 


The United Nations passed last December, 1—the General Assem- 
bly—a resolution setting up a United Nations Korean Reconstruction 
Agency. 

Senator KNowianp. Mr. Hickerson, right at that point, who is con- 
stituting that agency? Are they going to be the countries on that 
who have helped resist aggression in Korea, or some of the nations that 
were sitting on the sidelines in the resisting of aggression are now 
ying to come in and tell us how the reconstruction should be run 4 
Mr. Hickerson. I will submit for the record a copy of the resolu- 
tion setting it up (see exhibit CC) which describes that in detail. 

(The matter referred to is a follows :) 


ay 
gt 


RELIEF AND REHABILITATION OF KOREA—RESOLUTIONS ADOPTED BY THE GENERAI 
ASSEMBLY AT Its THREE HuUNpRED AND FOURTEENTH PLENARY MEETING ON 


DecEMBER 1, 1950 
(Adopted on the report of the Joint Second and Third Committee (A/1567, pt. IT) ) 
A 


The General Assembly, 

Having regard to its resolution of October 7, 1950, on the problem of the inde- 
pendence of Korea ; 

Having received and considered a report of the Economic and Social Council 
submitted in accordance with that resolution ; 
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Mindful that the aggression by North Korean forces and their warfare against 
the United Nations seeking to restore peace in the area has resulted in great 
devastation and destruction which the Korean people cannot themselves repair ; 

Recognizing that as a result of such aggression the people of Korea are des 
perately in need of relief supplies and materials and help in reconstructing 
their economy ; 

Deeply moved by the sufferings of the Korean people and determined to assist 
in their alleviation ; 

Convinced that the creation of a United Nations programme of relief and re 
habilitation for Korea is necessary both to the maintenance of lasting peace in 
the area and to the establishment of the economic foundations for the building of 
a unified and independent nation: 

Considering that, under the said resolution of October 7, 1950, the United 
Nations Commission for the Unification and Rehabilitation of Korea is the prin 
cipal representative of the United Nations in Korea and hence must share in the 
responsibility for the work undertaken by the United Nations in furtherance of 
the objects and purposes mentioned in the said resolution ; 

Considering that is is nevertheless desirable to set up a special authority with 
broad powers to plan and supervise rehabilitation and relief and to assume such 
functions and responsibilities related to planning and supervision, to technical 
and administrative matters, and to questions affecting organization and imuple- 
mentation as are to be exercised under the plans for relief and rehabilitation 
approved by the General Assembly, such authority to carry out its responsi 
bilities in close cooperation with the Commission : 

\. ESTABLISHMENT OF THE UNITED NATIONS KOREAN RECONSTRUCTION AGENCY FOR 
THE RELIEF AND REHABILITATION OF KOREA 


1. Establishes the United Nations Korean Reconstruction Agency (UNKRA) 
under the direction of a United Nations Agent General, who shall be assisted by 
ole or more deputies. The Agent General shall be r sponsible to the General 
Assembly for the conduct (in accordance with the policies established by the 
General Assembly, and having regard to such general policy recommendations as 
the United Nations Commission for the Unification and Rehabilitation of Korea 
may make) of the programme of relief and rehabilitation in Korea, as that 
programme may be determined from time to time by the General Assembly ; 

~. Authorizes the United Nations Commission for the Unification and Reha 
bilitation of Korea: 

(a) To recommend to the Agent General such policies concerning the United 
Nations Korean Reconstruction Agency's programme and activities as the Com 
mission may consider necessary for the effective discharge of the Commission's 
responsibilities in relation to the establishment of a unified, independent, and 
democratic government in Korea: 

(b) To determine, after consultation with the Agent General, the geographical 
areas Within which the Agency shall! operate at any time: 

(¢) To designate authorities in Korea with which the Agent General may es 
tablish relationships; and to advise the Agent General on the nature of such 
relationships : 

(d) To take such steps as mhayv be needed to support the Agent General ir ful 
filling his task in accordance with the policies established by the General As 
sembly for relief and rehabilitation : 

(e) To consider the reports of the Agent General to the General Assembly 
and to transmit any comments thereon to the Economic and Social Council and 
the General Assembly : 

(f) To call for information on those aspects of the work of the Agent Genera] 
which the Commission may cousider necessary for the proper performance of its 
work: 

5. Authorizes the Commission to consult from time to time with the Agent 
General in regard to the provisional] programme adopted by the General Assembly 
on the recommendation of the Economie and Social Council and especially with 
regard to the adequacy of that programme to meet the needs of Korea as detined 
in the statement of general policy, and to make recommendations thereon to the 
Economic and Social Council: 

1. Directs the Agent General 

(a) To coordinate his programme with measures taken by the United Nations 
Commission for the Unitication and Rehabilitation of Korea to earry out the 
recomendations of the General Assembly relating to the establishment of a 





against 
in great 
repair ; 
are des- 
tructing 


tO assist 


and re 
peace in 
lding of 


United 
he prin- 
e in the 
‘ance of 


itv with 
me such 
chnical 
1 imple- 
litation 
PSponsi 


NKRA ) 
sted by 
General 
by the 
tions as 
r Korea 
as that 
bly : 


United 
i Com 
ission’s 


nt, and 
aphical 


may es 
of such 


in ful 
ral As 


‘sembly 
cil and 


reneral 


e of its 


Agent 
sembly 
Iv with 
detined 

to the 


Nations 
ut the 
it of a 


MUTUAL SECURITY ACT OF 1951 67: 


unified, independent, and democratic government in Korea, and to support the 
Commission in fulfilling this task ; 

(b) To commence the operation of the programme in Korea at such time as 
may be agreed upon by the United Nations Unified Command, the United Nations 
Commission for the Unification and Rehabilitation of Korea, and the Agent 
General ; 

(c) To consult with and generally be guided by the advice of the United Nations 
Commission for the Unification and Rehabilitation of Korea on the matters set 
forth under paragraph 2 (@) and be governed by its advice on the matters covered 
in paragraphs 2 (0) and 2 (c); 

5. Further directs the Agent Ceneral, in the carrying out of his functions 

(a) To ascertain, after consultation with the designated authorities in Korea, 
the requirements for supplies and services for relief and rehabilitation made 
necessury by the consequences of armed conflict in Korea ; 

(b) To provide for the procurement and shipment of supplies and services 
and for their effective distribution and utilization within Korea ; 

(c) To consult with and assist the appropriate authorities in Korea with 
respect to measures necessary for the rehabilitation of the Korean economy and 
the effective distribution and utilization within Korea of supplies and services 
furnished ; 

(d) To submit reports to the General Assembly through the Secretary-General, 
transmitting copies simultaneously to the United Nations Commission for the 
Unification and Rehabilitation of Korea, and to the Economie and Social Council ; 

(e) To be guided in matters of administration, to the extent consistent with 
the special requirements of the programme, by the rules and regulations estab- 
lished for the operation of the Secretariat of the United Nations; Specifically 
he shall 

(1) Select and appoint his staff in accordance with general arrangements 
made in agreement with the Secretary-General, including such of the staff 
rules and regulations of the United Nations as the Agent General and the 
Secretary-General shall agree are applicable : : 

(2) Utilize, wherever appropriate, and within budgetary limitations, the 
existing facilities of the United Nations; 

(3) Establish, in consultation with the Secretary-General and the Advisory 
Committee on Administrative and Budgetary Questions, and in agreement 
with the Advisory Committee established under paragraph 6 below, financial 
regulations for the United Nations Korean Reconstruction Agency ; 

(4) Arrange, in consultation with the Advisory Committee on Adminis- 
trative and Budgetary Questions, for the rendering and audit of the 
accounts of the Agency under procedures similar to those applicable to the 
rendering and audit of the accounts of the United Nations; 

6. Establishes an Advisory Committee consisting of representatives of the 
United States, the United Kingdom, Canada, Uruguay, and India to advise the 
Agent General with regard to major financial, procurement, distribution, and 
other economic problems pertaining to his planning and operations. The Com- 
mittee shall meet on the call of the Agent General but not less than four times 
a year. The meetings of the Committee shall be held at the Headquarters of 
the United Nations except in special circumstances, when the Committee, after 
consultation with the Agent General, may meet elsewhere if it deems that this 
would be essential to the proper performance of its work. The Committee shall 
determine its own methods of work and rules of procedure ; 

7. Requests the Secretary-General, after consulting the United Nations Com- 
mission for the Unification and Rehabilitation of Korea and the Advisory Com- 
mittee to appoint the United Nations Agent General for Korean Reconstruction, 
and authorizes the Agent General to appoint one or more Deputy Agents General 
in consultation with the Secretary-General ; 

8. Authorizes the Secretary-General to estabiish a special account to which 
should be credited all contributions in cash, kind, or services, the resources 
credited to the account to be used exclusively for the programme of relief and 
rehabilitation and administrative expenses connected therewith: and directs the 
Secretary General to make cash withdrawals from the account upon request of 
the Agent General. The Agent General is authorized to use contributions in 
kind or services at his diseretion : 

9. Recommends that the Agent General in carrying out his functions 
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(a) Make use at his discretion of facilities, services, and personnel that may 
be available to him through existing national and international agencies and 
organizations, both governmental and nongovernmental; 

(b) Consult with the Secretary General and the heads of the specialized agen- 
cies before appointing his principal subordinate personnel in their respective 
fields of competence; 

(c) Make use of the advice and technical assistance of the United Nations 
and the specialized agencies and, where appropriate, request them to undertake 
specific projects and special tasks either at their own expense or with funds made 
available by the Agent General; 

(d@) Maintain close contact with the Secretary General for the purpose of 
ensuring fullest coordination of efforts of the organs of the United Nations and 
the specialized agencies in support of the programme ; 

10. Authorizes the Agent General to enter into agreements with such authori- 
ties in Korea as the United Nations Commission for the Unification and Rehabili- 
tation of Korea may designate, containing terms and conditions governing meas 
ures affecting the distribution and utilization in Korea of the supplies and 
services furnished, in accordance with the statement of general policy on Korean 
relief and rehabilitation contained in section B of the present resolution ; 

11. Requests the Secretary General to make available to the maximum extent 
possible, and subject to appropriate financial arrangements, such facilities, ad 
Vice, and services as the Agent General may request ; 

12. Requests the specialized agencies and nongovernmental organizations to 
make available to the maximum extent possible, and subject to appropriate 
financial arrangements, such facilities, devices, and services as the Agent General 
may request ; 

13. Requests the Economic and Social Council to review the reports of the 
Agent General and any comments which the United Nations Commission for the 
Unification and Rehabilitation of Korea may submit thereon, and such other 
data as may be available. on the progress of relief and rehabilitation in Korea 
and to make appropriate reports and recommendations thereon to the General 
Assembly ; ° 

14. Calls upon all Governments, specialized agencies, and nongovernmental or- 
ganizations, pending the beginning of operations by the United Nations Korean 
Reconstruction Agency, to continue to furnish through the Secretary General 
such assistance for the Korean people as may be requested by the Unified Com 
mand; 

15. Invites countries not Members of the United Nations to participate in 
financing the programme of relief and rehabilitation in Korea ; 


B. STATEMENT OF GENERAL POLICY ON RELIEF AND REHABILITATION IN KOREA 


16. Approves the following statement of general policy: 

1. The United Nations programme of relief and rehabilitation in Korea is 
necessary to the restoration of peace and the establishment of a unified, inde 
pendent, and democratic government in Korea. 

2. To this end, it is the objective of the United Nations to provide, subject to 
the limit of the resources placed at its disposal for this purpose, relief and rehabil 
itation supplies, transport, and services, to assist the Korean people to relieve 
the sufferings and to repair the devastation caused by aggression, and to lay 
the necessary economic foundations for the political unification and independ 
ence of the country. 

3. The United Nations programme of relief and rehabilitation for Korea 
shall be carried out in practice in such a way as to contribute to the rapid restora 
tion of the country’s economy in conformity with the national interests of the 
Korean people, having in view the strengthening of the economic and political 
independence of Korea and having in view that, in accordance with the general 
principles of the United Nations, such assistance must not serve as a means for 
foreign economic and political interference in the internal affairs of Korea and 
must not be accompanied by any conditions of a political nature. 

The United Nations programme is to be a supplement to the general recovery 
effort that will be undertaken by the Korean people on their own initiative and 
responsibility, through the most elfective utilization of their own resources as 
well as of the aid which is rendered under the programme. 

5. Whilst the programme should be consistent with the pattern of long-term 
economic development in Korea, it is itself necessarily limited to relief and ré 
habilitation, and contributions and supplies furnished under this programme 
shall be used exclusively for that purpose. 
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6. First priority shall be given to the provision of the basic necessities of food, 
clothing, and shelter for the population of Korea and measures to prevent epi- 
demics. Second highest priority shall be given to projects which will yield 
early results in the indigenous production of basic necessities; this will include 
the reconstruction of transport and power facilities. As the programme de- 
velops, emphasis should be shifted to the provision of other materials, supplies, 
and equipment for the reconstruction or replacement of war-damaged facilities 
necessary to the economic life of the country. 

7. The necessary measures shall be taken to ensure that distribution shall be 
so conducted that all classes of the population shall receive their equitable 
shares of essential commodities without discrimination as to race, creed, or 
political belief. 

8. Subject to adequate control, the distribution of supplies shall be carried 
out, as appropriate, through public and cooperative organizations, through 
non-profit-baking voluntary organizations such as the Red Cross, and through 
normal channels of private trade. At the same time, measures shall be taken 
to ensure that the cost of distribution and the profit from the sale of supplies 
are kept to the minimum. Measures shall be taken to ensure that the special 
needs of refugees and other distressed groups of the population are met through 
appropriate public-welfare programmes, and accordingly the sale of relief sup- 
plies will take place only in justifiable cases and under conditions agreed upon 
with the United Nations Commission for the Unification and Rebabilitation 
of Korea. 

%. The local currency proceeds derived from the sale of relief and rehabili- 
tation supplies or, at the discretion of the Agent General, an amount commen- 
surate with the value of goods and services supplied, shall be paid into an ac- 
count under the control of the Agent General. The Agent General, after consul- 
tation with the United Nations Commission for the Unification and Rehabilita- 
tion of Korea, and in agreement with the Advisory Committee referred to in 
paragraph 6 of Section A of the present resolution, shall use these funds for ap 
propriate additional relief and rehabilitation activities within Korea, for 
local currency expenses of the relief and rehabilitation operations of the 
Nations, or for measures to combat inflation. The proceeds shall no 
for any other purpose, 

10. The necessary economic and financial measures shall be taken by the 
authorities in Korea to ensure that the resources provided under the United 
Nations programme, as well as Korean resources, are effectively employed to 
aid in laying the economie foundations of the country. Among these, special 
attention should be given to measures to combat inflation, to sound fiscal and 
monetary policies, to the requisite pricing, rationing and allocation controls (in 
cluding the pricing of goods imported under the programme), to the prudent 
use of Korean foreign exchange resources together with promotion of exports, 
and to the efficient nanagement of government enterprise. 

11. Import taxes shall not be imposed on relief and rehabilitation s 
ceived nnder the United Nations programme. 

12. The authorities in Korea should maintain such records and make such 
reports on the receipt, distribution, and use of relief and rehabilitation sup 
plies as may be determined by the Agent General after consultation with them. 
13. All authorities in Korea shall freely permit the personnel of the United 
Nations to supervise the distribution of relief and rehabilitation supplies, in 
cluding the examination of all storage and distribution facilities as well as 
records. 

14. The personnel of the United Nations shall be accorded within Korea the 
privileges, immunities, andfacilities necessary for the fulfilment of their function 

15. All authorities in Korea and the Secretary-General shall use their best 
efforts to inform the people of Koren of the sources and purposes of the con- 
tributions of funds, supplies, and services, 

16. In determining Korea’s needs fer relief and rehabilitatic in drawing up 
programmes and plans, and in implementing such programmes and plans, the 
Agency created to administer the relief and rehabilitation programme should 
consult with and utilize, to the vreatest extent feasible, the services of Korean 
nuthorities 


The General Assembliu 
1. Requests the President to appoint a Negotiating Committee composed of 


seven or more members for the purpose of consulting, as soon as possible dur- 
ing the current session of the General Assembly, with Member and nonmember 
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States as to the amounts which Governments may be willing to contribute toward 


the financing of the programme for the relief and rehabilitation of Korea : 
2. Authorizes the Negotiating Committee to adopt procedures best suited to 


the accomplishment of its task, bearing in mind: 
(a) The need for securing the maximum contribution in cash; 

(6b) The desirability of ensuring that any contribution in kind is of a 

nature which meets the requirements of the contemplated 


programmes ; 
and 


(c) The degree of assistance which can be rendered by specialized agen- 
cies, nonmember States, and other contributors 
5. Requests that, as soon as the Negotiating Committee has ascertained the 
extent to which Member States are willing to make contributions, all dele- 
gations be notified accordingly by the Secretary-General in order that they may 
consult with their Governments ; 


1. Decides that, as soon as the Negotiating Committee has completed its work, 
the Secretary-General shall, at the Committee’s request, arrange, during the cur 
rent session of the General Assembly, an appropriate meeting of Member and non 
member States at which Members may commit themselves to their national 
contributions and the contributions of nonmembers may be made known 

In accordance with the terms of the above resolution, the President of the Gen- 
eral Assembly, at the 318th plenary meeting on 4 December 1950, announced that 
he had appointed a Negotiating Committee. The following States Members were 
appointed : Canada, Egypt, France, India, the United Kingdom of Great Britain 
and Northern Ireland, the United States of America, and Uruguay. 

The Director General of the agency is an American, Mr. J. Donald 
Kingsley, who was formerly Executive Director of the War Manpower 
Commission, was Deputy Director of the Office of War Mobilization 
and Reconversion, and Assistant Administrator of the Federal Se- 
curity Administration. He is just winding up his work as Director 
General of the International Refugee Organiz: ition, and he is consti- 
tuting a staff. He reports to an advisory committee. 

The Cuamman. Did you answer whether just the nations that have 
been fighting in Korea, or whether all of the United Nations, are on 
this committee ¢ 

Mr. Hickerson. I am in process of answering that now. The ad- 
visor ¥ committee is composed of representatives of the United States, 
the United Kingdom, Canada, Uruguay, and India. Three members 
of the advisory committee, the United States, the Umited Kingdom, 
and Canada, have taken a prominent role in the fighting in Korea. 

As to contributions, sir, we will try awfully hard to get contribu- 
tions from every country that is willing to contribute. 

Senator Knownianp. Are we going to be faced with the problem of 
India coming up in the UN and suggesting that we also rehabilitate 
Communist North Korea with these unas I rather surmise that a 
large part of the funds which the UNRRA organization, or whatever 
you may call it, is going to use will be funds that we will furnish. 

Mr. Hickerson. By the terms of the resolution, sir, it 1s contem- 
plated that the activities of the agency, the reconstruction agency, will 
be in those parts of Korea controlled by the United Nations. 

Senator KNowLanp. You mean the Republic of Korea and whatever 
part remains behind the UN lines? And that is very clear in the 
resolution ? 

(Mr. Hickerson later submitted the following statement in clari- 
fication of his reply :) 

I did not by my answer to Senator Knowland’s question mean to indicate that 
the terms of the resolution contain express provisions in this respect. I intended 
to indicate, in affirmation of the statement in my last preceding answer, that 
the over-all concept expressed in the terms of the resolution contemplates that 
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the activities of the reconstruction agency will be in those parts of Korea 


controlled by the United Nations. 


The General Assembly resolution in question provides that determination of 
the area of operation is to be made by the United Nations Commission for the 
Unification and Rehabilitation of Korea (UNCURK) after consultation with 
the agent general for the United Nations Korean Reconstruction Agency 
(UNKRA) who is a United States citizen. The agent general, in turn, receives 
guidance from an advisory committee of which the United States is a member 
Furthermore, the financial regulations of UNKRA provide that approval of the 
financial plan shall be secured from the advisory committee to the agent general, 


UNKRA, prior to the incurring of financial obligations by the agent general. 


Therefore, there is every reasonable assurance that United States appropriated 


funds will not be used by the United Nations to support a government in Korea 
Which is hostile to the United States or incompatible with United Nations 
objectives in Korea as conceived by the United States. 

Mr. Hickrrson. Yes, sir. 

Senator KnowLanp. Will you furnish a copy of the resolution for 
the committee ¢ 

Mr. Hickrrson. Yes, sir. (See exhibit CC 

The United Nations Korean Reconstruction Agency has embarked 
on a program to be put in force when conditions are stabilized. 

The CHairrmMan. Do you mean when the Vv Sti abilize themselves? We 
are the ones that are going to have to ae the stabilizing. 

Mr. Hickerson. That is correct, 

The program is a $250,000,000 sraieein: 

Senator Futsrigur. For how long / 

Mr. ee It is not limited. Senator Fulbright, as to time. 
I can tell you, sir, that it will probably require more th: an that to make 
the eet eas contribution for the rehabilitation of Korea. 

Senator Funsrient. Is that $250,000,000 from us or from every- 
body ¢ 

Mr. Hickrerson. From everybody for the first program. There 
should be and will have to be further assistance. 


SHARING THE BURDEN ON KOREAN RELIEF 


Senator KNow.anp. How much of the $250,000,000 will we put up? 

Mr. Hickrrson. Subject to the approval of the Congress we have 
undertaken to provide $162.500.000, 

The Cramman, That is a majority. I see in the papers that the 
war has cost us about 85.000,000.000 that we are O1\ ing to those people 
out there, you might Say. Now we are voing to come along and AV 
the major share of the United Nations contribution. Who suggested 
that / 

Mr. Hickerson. Senator, any time you get to these rehabilitation 
and reconstruction projects there is a tendency on the part of every- 
body to say that the countries who have more resources should pay 
the ‘bigger share. We hope to get contributions from every country 
on the basis of this program. 

Senator KNnow.tanp. While I realize it may be something which is 
beyond our reach, don’t you think we might at least start as a talking 
point with the UN to have them make their contributions for re- 
habilitation in reverse proportion to what they made in their military 
manpower contributions? On that, we contributed 90 percent and the 
rest of the UN contributed 16 percent. Now how about saying that 
“Since you couldn’t put up the manpower to help fight this war, you 
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take the reverse proportion and put it up in resources to help rehabil- 
itate the country”? 

Mr. Hickerson. Senator Knowland, the temptation to do that is 
tremendous, but I must tell you that I don’t think that would help 
the Koreans very much. 

To date, Mr. Chairman, 19 countries have pledged, in all cases of 
course subject to the approval of their parliamentary bodies, $205,- 
600,000. 

Senator Smiru of New Jersey. Does that include ours? 

Mr. Hickxerson. That includes ours. 

The Cuamman. You mean that includes our $162,500,000 ? 

Mr. Hickerson. Yes, sir. 

The CHamman. So the rest of them are giving $40,000,000. 

Mr. Hicxerson. They have pledged that to date. We hope to get 
the remainder of the $250,000,000 by the time that it is possible to 
start. 

Senator Smirn of New Jersey. How do we arrive at the $162,- 
500,000 ? 

Mr. Hickerson. That, sir, in the first place utilizes $50,000,000 of 
money already appropriated to the ECA which this act would make 
available. It is really $112,500,000 in new money. From that the 
$112,500,000 would be subtracted the value of goods turned over 
by the Army in Korea in the pipelines, which would be suitable for 
the use of thisagency. That would be deducted from the $112,500,000. 

Senator Smrru of New Jersey. Rather, we get a credit for that. 

Mr. Hickerson. We get ac redit for that. 

Senator HickenLoorrer. What kind of goods in the pipeline would 
be involved ? 

Mr. Hickerson. They have all sorts of goods out there. They 
have tansport materials, they have some foods, they have trucks— 

Senator Hickennoorrr. What I was asking about is whether or 
not we turn over military equipment that could be usable in other 
pl: ices to de ‘plete our stoc kpile. 

Mr. Hickerson. These are things that would be useful for recon- 
struction and which the Army would be willing to turn over. The 
Army makes the decision. 


CONTRIBUTION OF UN MEMBERS TO MILITARY EFFORT IN KOREA 


Senator Knownanp. I oe want to be facetious about it, and I 
realize we will get no place by suggesting they put up 90 percent on 
this situation, but it does seem to me in a situation where, in order 
to resist aggression on behalf of the United Nations as well as our- 
selves we have approximately 350,000 of our ae over there—Army, 
Navy, and Air Force—and all of the rest of the United Nations put 
together have approximately 10 percent of that number, or 35,000, 
and that is all they have from the 15 or 16 nations who have made 
contributions; we should not get hooked for this high a percentage 
of the reconstruction work if the United Nations is really interested 
in not only resisting aggression but helping to rehabilitate a nation 
which has been aggressed upon. 

The Cuarrman. I have heard that business about us doing 90 per- 
cent of the fighting and all that, but I don’t think that is true. It 
doesn’t include, when you make it 90 percent and 10 percent, South 
Koreans. 
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Senator Know.anp. I am talking about the UN members. South 
Korea is not a member of the United Nations because it was kept 
out by the Russian veto. I am saying that of the members of the 
United Nation, all 16 of them who put troops in Korea put a total 
of approximately 35,000, which is 10 percent of what the United 
States of America did alone. 

The Cuamman. That may be true. 

Senator KnowLanp. We have more marines in Korea than they 
have in their Armies, Navies, and Air Forces. 

Mr. Hickrerson. Senator Knowland, I must say to you that we 
have tried hard to get more troops in Korea, and that effort is con- 
tinuing. We want more countries to send troops there, and we 
want those countries who have troops there to increase the number. 

Senator Green. How many countries have troops there ? 

Mr. Hickerson. Fifteen of the UN members besides the United 
States. 

Senator Green. Sixteen in all? 

Mr. Hickerson. Sixteen in all. 

Senator Green. Do you have a list of them / 

(The list referred to is as follows :) 


UN MEMBERS HaAvinG Troops IN KorREA 


Australia Ethiopia Netherlands Turkey 

Belgium France New Zealand United Kingdom 
Canada Greece Philippines Republic of Korea 
Colombia Luxembourg Thailand United States 

The Cuarrman. We have no compulsion. You can’t make them 
join. 

Mr. Hickerson. No, sir. It was a recommendation of the United 
Nations to the members who believed in resisting aggression to pool 
their efforts in this undertaking. We are constantly trying. There 
will be more troops forthcoming. Some of the countries have already 
agreed to increase the numbers. Greece, for instance, has notified 
the UN that it is doubling the number it has. One of the countries 
actually wanted to send more troops than our military people thought 
was advisable, given the e xposed condition of that country itse lf. 

Senator Green. Haven't some countries wanted to send troops that 
were declined / 

Mr. Hickerson. TI can think of only one. 

Senator KNowLanp. The Re pub lic of China offered 33,000 troops 

4 days after the aggression took place, which is spntoniniabely what 
everybody else put in together. 

Mr. Hic KERSON. That is correct, sil 
regard to that. 

Senator KNowLanp. I know the reasons—given and actual. 

Mr. Hickerson, I repeat, you are per fectly correct that we, having 
taken the major burden of the fighting, other countries should not take 
the major burden of reconstruction, but I repeat, sir, the task is to help 
South Korea, and we must not let them down. 

The gallant action of those people must be rewarded when the fight- 
ing stops with United Nations assistance to bind up the wounds and 
reconstruct the country. I know it isn’t fair, but we must take a role 
of leadership, given this big task to be done. ‘That is important to 
their morale, Mr. Chairman, and it is important, as Mr. Rusk said 
yesterday, to the other countries in the area, 


You know the situation with 
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SHARING THE COST OF THE KOREAN WAR 


Senator HickenLoorer. Mr. Hickerson, I think just to keep the 
record straight, what will end up is that we will pay the bilt our 
sélves, probably, whatever it is, but I don’t think you say it is going 
to cost, or that the contribution should be on a basis of, $250,000,000, 
or Whatever the amount is, just as a matter of bookkeeping. We have 
already admittedly spent $5,000,000,000 of owr own money in this 
Korean venture, and I think if you are counting up costs you had 
better start seeing if the United Nations won't put up at least 25 
or 30 percent of our total expenditures for Korea, which is not only 
the knock-down but also the build-up. 

Mr. Hickrrson. That isa pleasant thought, Senator. 

Senator HickENvoorer. I think it is sound bookkeeping. I haven't 
the faintest hope that we will ever prevail upon them with that idea. 
it isn’t the fact that we are called upon to spend &162,000,000 here. 
We have spent over $5,000,000,000, they have said, but I think any 
correct rough arithmetic will show it has been a vast amount more 
than $5,000,000,000 that this Korean adventure has cost us. 

Senator KNow.anp. I will say to Senator Hickenlooper that the 
testimony before the Appropriations Committee indicates that in 
wddition to the preponderance of the actual troop contributions to our 
Armed Forces, we also from a supply and logistical point of view 
have had to supply even a considerable part of the supplies and the 
equipment which the 10 percent of the United Nations have sent in 
in actual troop strength. 

Senator Hickentoorer. And all of the food and equipment for the 
South Korean forces. 

Senator KNowLanp. A very large part of it. 

Senator Green. I think we ought to draw a lesson from that. Sup- 
pose we fought the U.S. S. R. and won, Think what it will cost us. 

Mr. Hickrerson. Mr. Chairman, let me make clear 

Senator HickreNLoorer. Some nations make more by losing a war 
than they do by winning it. 

Mr. Hic KERSON. There should have been more troops. They are 
circumstances in particular cases to explain why they could not. 
France with her divisions in Indochina said they were fighting Com 
miunist a een ession before Korea was invaded. There are e xplanations 
for many of ‘these things. 


COLLECTIVE EFFORT IN KOREA—A START, BUT NOT A PRECEDENT 


But we have made a start there toward the free world acting to 
gether. We contributed more than we should have had to contribute, 
but a start has been made and we must build on that start. There 
can be no real enduring system of collective sec urity, in my opinion, 
unless all of the free countries take their part and share approximately 
according to their resources, 

Now that is a goal toward which we must constantly work if we 
are going to hi: ave a collective system, and in saying that the result in 
Korea has not been satisfactory let’s look on it, sir, as a start in the 
right direction—an unequal start, but it is a start in the right diree- 
tion; and try hard to build a better collective system based on the 
lessons we have learned. 

Senator KNow.Lanp. While I agree with you that it is a start, also 
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must we not be very, very careful that it is not a precedent on a situa- 
tion that, if trouble breaks out in Iran or Yugoslavia or some place 
else in the world, they aren't going to say they got by with putting 
up 10 percent of the troops in a collective security action in Korea, 
and there is no reason why the United States should not bear 90 per- 
cent of the contribution with trouble breaking out somewhere else, 
in some other Korea in the world. So I think that while it is quite 
true that this is a start, it also may be a bad precedent unless we 
use every effort to clearly indicate with each government that we are 
not satisfied, and I don’t think there is a single Member of the Con- 
gress who has been satisfied with the contribution which has been 
made in this Korean situation by the other members of the United Na- 
tions, and we certainly don’t want to get hooked on a similar deal 
some place else in the world, and do not intend to. 

Mr. Hickerson. I quite agree with you, Senator, and I can say to 
you that I] don’t think there is any member of the United Nations 
who is under any illusions on that point. 

Senator KNow.Lanp. | hope it is clear. 


ORGANIZING KOREAN RELIEF NOW 


Mr. Hickerson. I earnestly hope the Congress authorizes the ap- 
propriation, The money will not be spent unless and until the United 
Nations Command, that is General Ridgway, as authorized by the 
Joint Chiefs of Staff, says that the time has come when the United 
Nations Rehabilitation Agency can take over this task. 

They are organizing now. There is a limited amount they can 
do. But they can’t really attack the problem until— 


The Cuairman. Who is organizing it / 

Mr. Hickerson. The United Nations Reconstruction Agency. 

The Cuairman. They have to wait until the fighting is over before 
they do anything. 

Mr. Hickerson. That's right. They can work out some plans, help 
the unified command in Tokyo with some of the things they can do 
in connection with relief and give advice on economic matter to the 
Korean Government. But I earnestly hope, sir, that the Congress 
will authorize this amount to enable us to work harder to get contri 
butions from other countries and 

The CnarrMan. It is in the bill, isn’t it / 

Mr. Hickrerson. Yes, sir—to get other countries to do what they 
are capable of doing. . 

The CratrMan. That's right. 

Now, Mr. McGhee. 

1 would like to call Mr. Wheeler and Mr. Bayne. 

The CrairMan. We can't hear everybody, Mr. McGhee. We have 
given you two sessions, and now you have this gentleman and you 
bring up another man. We want to conclude some time or other. 

Mr. McGuer. In view of the interest in Iran expressed by your 
committee, we would like to clear up this point. Mr. Wheeler is going 
to tell us about the basis for the program in Iran, and in particular why 
the large tractors and combines were included. 

The Cuamman. You did that the other day. 


S7360—51—-—44 
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Senator Futsricur. Mr. Chairman, it is partly my fault, because 
I objected to it, and that is the reason, I guess, they brought Mr. 
Wheeler, because I thought it was too ambitious a program. 

The CHarrman. Iam not for it. Iam not going to vote to put $4,000 
into a combine. You could scare those Iranians to death when they 
saw itcoming. They would run for cover. 

Senator Fursricur. I would like to hear what Mr. Wheeler has 
to say about it. 


STATEMENT OF LESLIE A. WHEELER, DEPARTMENT OF STATE 


Mr. Wueecer. Mr. Chairman, I will direct my remarks, and they 
will be brief, simply to the relationship betwen the Agricultural De- 
velopment Institute, for which $6,000,000 is provided in this bill, and 
the rural development program, the rural improvement program which 
is under the charge of Dr. Bennett. 

I was sent out to Iran last July 1 to do two things. 

The CuHarrman. Have you ever been in [ran ? 

Mr. Wueeter. I was in Iran for 214 months last summer. I was 
sent out on the Ist of July for the purpose of recommending a point 4 
program and for the purpose of recommending projects for an Export- 
Import Bank loan, two things. 

The CuarrmMan. Were you sent there with the understanding that 
you were going to recommend those things ¢ 

Mr. Wueeter. That’s right. 

The Cuarrman. What did you go out there for? You could have 
done that without going. 

Mr. Wueecer. We would have been very severely criticized if we 
had not gone on the ground. 

The CHairman. You had your mind made up before you got there. 

Mr. Wueeter. We had our minds not made up before we got there. 

The Cuarrman. You said you were sent there for the purpose of 
putting up this program. 

Mr. Wueexer. Of studying the situation and making a recom- 
mendation. 

The Cuamrman. Why didn’t you say that ¢ 

Mr. Wiieever. That is what I say now. 


PROGRAMS RECOMMENDED FOR IRAN 


We did recommend a point 4 program along the lines of the inte- 
grated rural improvement program which has been described before 
this committee, which does not require large machinery but it does 
require some. 

‘The major part of the Agricultural Development Institute projec‘ 
we recommended for the Export-Import Bank loan, and it was rec- 
ommended at the request of the Iranian Government and they were 
extremely anxious to have this large amount of machinery, and to 
borrow the money to pay for it. We were told, Ambassador Grady 
and I, by the Premier, who was shot some months ago, that he placed 
agricultural machinery as No, 1 in his need for imports from abroad. 

Now that is the basis, and I want to say this, that there are two basic 
problems in Iran which are interrelated. One is the problem of the 
people in the villages, their health, their knowledge; the other is the 
problem of unused land. The problem of the underemployed people 
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and the insuflicient skilled people we are trying to meet in a small 
way through the rural improvement program. The problem of the 
unused land, the problem of breaking up land that has never been 
used, of getting water onto that land, is another problem. It does 
require large machinery. That is all I have to say. Machinery can 
be used. The question whether it should be gotten by Joan or whether 
given by grant I leave to others to discuss. 

Senator Know.anp. You believe that your food production in Iran 
can be greatly augmented by the use of larger equipment, is that 
correct ¢ 

Mr. Wurecer. Absolutely. They now import 80,000 tons of sugar. 
They produce only 50,000, They will never in the world produce the 
amount of sugar that they need until they have large machinery to 
do it, 

The CuatrmMan. Senator Green, any questions ? 

Senator GREEN. No questions. 

The CuarrMan. Senator Smith ? 

Senator Smirn of New Jersey. No, I have none. 

The CrarMan. Senator Fulbright ? 


MACHINERY PROGRAMED FOR IRAN 


Senator Fu.srintr. Did you prepare this list of machinery, Mr. 
Wheeler? 

Mr. Wueeter. I did not. That list of machinery was prepared by 
an engineer by the name of Lee, a man who has had extensive experi- 
ence in this country, particularly in Arizona, in running a 100,000- 
acre ranch. He knows the needs of that kind of country. 

Senator Futsrieur. Of where, of Arizona? 

Mr. Wurever. He was employed by the OCI. We depended upon 
him. All that I can say is that I discussed for many hours with him 
his recommendations, but I don’t pretend to be the technical expert 
to know whether it should be so many combines or so many bulldozers 
or so many ditch diggers. That is prepared by OCI on the basis of 2 
years’ study. 1 think it is technically competent. 

Senator Furerienr. Don't you see any difference between irrigation 
machinery and harvesting machinery ¢ 

Mr. Wueeter. Certainly there is a difference. But when you are 
in a large-scale program, bringing new land into operation and pro- 
ducing food, you do have to have larger machinery. 

Senator Futsricutr. Do you think the Iranians are competent to 
utilize these self-propelled combines ? 

Mr. Wueetrer. They are certainly prepared to use them if there are 
American technicians sent out 

The Cuarrman. To run them? 

Mr. Wueeter. To help and to train them. I have a great confi- 
dence in the ability of Iranians to learn. They can’t do it now. 


IRAN AS COMPARED TO CALIFORNIA 


Senator KNownanp. A good deal of the land in Iran is like our 
Sete country, like Arizona and parts of southern California and 
San Joaquin. 





686 MUTUAL SECURITY ACT OF 1951 


Mr. Wueever. Ten percent of Iran is under cultivation. Three 
percent is under crops in any 1 year. The other 7 percent is fallow. 
That gives you an idea of how much country there is that is actually 
used. I can’t tell you how many thousands and hundreds of thou- 
sands of acres there are where the water is not there, where the land 
isn't level. I myself was brought up in the Imperial Valley. My 
erandfather was one of the first farmers to farm in the Imperial 
Valley. Ik»: w something from personal experience of what you 
can do in producing in the desert. 

Senator KNowLanp. Of course some of the richest agricultural land 
in California is in the Imperial Valley there. IT was in Iran in 1947 
and it struck me that a great deal of the land there, given the resources 
for development, would be a good deal like the western land that we 
put water on. 

Mr. Wueecer. I believe that is true. 

Mr. McGuer. We often draw an analogy between Tran and Cali- 
fornia as having comparable resources—the oil, the desert, the moun- 
tains. 

Senator Futsrieur. If it.is like California they can certainly pay 
for it. California is one of the richest States in the whole world. We 
expect aan to pay for what they get out there, insofar as reclama- 
tion, and I think the same would go for Iran. 

Mr. McGuer. Senator, we hope Iran takes this loan which has been 
offered them, and we would expect them to do so if they settle their 
oil difficulties. We quite agree that of the items which have been 
considered, these large capital items could well be included in the loan 
if that goes through. 

Senator Smirn of New Jersey. I understood you to say, Mr. Me- 
Ghee, that you pl: in to put up a sort of pilot pl int, a demons tration 
plant. Does this plan apply to a demonstration plant, or is it going 
to cover a larger area in the country’ Lam not quite clear whether 
you are developing the whole country. 


THE AGRICULTURAL INSTITUTE OF IRAN 


Mr. McGueer. There are two projects, the rural improvement proj- 
ect. which is more by way of a demonstration type of thing, a pilot 
project, and the Agricultural Institute. I think Mr. Wheeler might 
describe the institute. It will have this machinery which has been 
listed available either for sale or hire to the people locally, and we 
will establish service stations where the equipment will be kept in good 
order and serviced. 

Senator Smiriu of New Jersey. Covering the entire country. 

Mr. Wurecer. The parc ae al Institute has already been formed. 
On paper it stands today in Iran. The loan was not accepted, and 
therefore no machinery has ee ncoming in. The biggest problem we 
had out there in making recommendations for an Export-Import 

sank loan for Iran was to establish an institution which is competent 
to do the job of handling that machinery as it comes in and is used in 
the country. The greatest possible waste is being made right now, 
and there is a great deal of machinery used in Iran now. I don’t say 
there are these great combine- hi irvesters, but there are great tractors 
being used now. But there isn’t a service station in the « country, out- 
side of Tehran. The dealers won’t put a thing in the country, so 
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when you get 50 miles out of Tehran, if a machine breaks down, it 
takes a month or 2 months to get it to town and get it going. 

Mr. McGuer. The Prime Minister, the late General Rasmara, was 
at outs with his Parliament. They didn't pass any of his legislation. 
The loan has now been approved by the appropriate committee of the 
Majlis, and will come up for approval by the Majlis soon. We would 
expect Iran to accept the loan, and we would also like to make this 
grant available. 


PRICES OF THE MACHINERY FOR IRAN 


Senator Futsricut. Mr. Wheeler, do you know anything about the 
prices of these instruments that they have on this list, this machinery 4 

Mr. Wurever. They were based on Mr. Lee’s calculations. He got 
them in many cases by telegraphing to New York. 

Senator Futsriguyr. Are these prices delivered in Tehran or deliv- 
ered in New York? 

Mr. Wurever. They are delivered in New York. 

Senator Futsricur. I don’t know of some of the items, but I know 
of one item because a plant in which I am interested makes them. The 
price here is twice as much as it regularly sells for. It is a simple 
item like il rubber-tired wagon. You have $450. You can buy all you 
want for $200, Is that typical of the pricing throughout the list / 

Mr. W HEELER. I think you will find if you look at others they are 
undervalued, because the prices have gone up. 

Senator Futsricur. Why would you think that particular one was 
so overvalued / 

Mr. Wueeter. I wouldn’t be able to tell you. 

Senator Futpricutr. You think a combine at $4,500 is undervalued / 

Mr. Wurerer. | wouldn't be surprised. 1 haven't tried to buy 
one. 

Senator Futsriagutr. That wagon I happen to know about, which is 
twice what I know you can buy it for. We make one at Fayetteville, 
about 5-ton capacity. They will sell for about S200. They have 
them here at $450. 

I noticed there are other odd little discrepancies. On one page you 
have a D-7 bulldozer, $15,000; on another page a D—7 tractor equipped 
with bulldozer, 88,000. 

Mr. Wurever. | can’t give you an explanation of the specific figures. 

Senator Futpriaiur. Are these prepared carefully ¢ 

Mr. Wiirever. Absolutely. 

Senator iy LBRIGIIT,. But hot necessarily by people who know any- 
thing about machinery ? 

Mr. WHEELER. They were prepared by people who know about 
machinery. 

Mr. McGuer. The information has been transeribed and errors 
could have slipped in. These are illust rative and if. aus Wwe propose, 
ECA conducted the program, they would use their normal procure- 
ment machinery. 


PURCHASING OF M ACHINERY FOR IRAN 


The Cuarrman. Didn't you say a while ago that there was already 
a lot of machinery in Iran / 
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Mr. Wueeter. I said there was a considerable amount of machinery. 

Senator Futsricgntr. What kind of machinery ¢ 

Mr. Wueerer. Tractors. 

The Cuairnman. Where did they get the money for that ? 

Mr. Wueetrer. The Iranian people. 

The Cuatrman. If they are getting them themselves, what is the 
use of us furnishing four or five thousand dollars for one of those 
machines ¢ 

Mr. Wueeter. As I said, the original concept was that they would 
borrow the money and buy them and pay the money back. If they 
want the machinery I suppose they have a right to do that. What 
we wanted to do was to see if we could not set the thing up in such 
a way that they would get this machinery at the right price, and 
there was going to be an American purchasing agent in New York to 
buy it, get it out there and get it handled through the institution, 
through servicing centers, so there wouldn't be the waste that has 
occurred under private buying of machinery. 


PERSONNEL OF THE AGRICULTURAL INSTITUTI 


Senator Smirn of New Jersey. Is this institute going to be manned 
entirely by Americans ¢ 

Mr. Wurrecer. Not entirely. The concept was that there would 
be one chief engineer, an American, and about five division heads, 
experts in different lines, but that would be approximately the number 
of Americans at headquarters. There would be out in the service 
centers people who actually did know how to operate, how to service 
the machinery in order to teach the Iranians. 


Senator Hickenwoorer. So far as this machinery is concerned, what 
about the fertility of that soil without fertilizer and other methods of 
production ¢ 


EFFICIENT USE OF MACHINERY SENT 


The point of my question is this: Manifestly there is a breaking 
point below which in production it is uneconomic to use machinery. 
I mean, you go in and try to combine wheat on 10 bushels to the acre, 
with expensive machinery, and you can’t combine enough of it to ever 
pay for the machinery. If you have wheat that, let us say, ene 

25 bushels or up—that is just illustrative ; I don’t know what the break- 
ing point would be—the heavier your yield, the more consistent your 
vield, the nearer you come to breaking even on the expenditure of 
money for this machinery. 

What about the Iranian production? Is it scattered, small pro 
duction, or what? 

Mr. Wuercer. The typical situation, in Iran, Senator, is that of a 
small village sur rounded by c roph: ands. The village are owned by the 
landlords. That is the way they speak of it in Iran. They speak of 
au man owning some villages. 

A typical situ: ition is that they get an extremely low yield because 
they can’t prepare the land in the right way in the right time to get a 
crop. I don’t think that we can change that cts petang in combines, 
or putting in tractors in those little villages. We have to go much 
more slowly. We have to give them steel plows instead of wooden 
plows and go in that direction. 
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But when you come to certain areas in a country such as the Gorgan 
Plain in Azerbaijan, which is not used at all, you have an entirely 
different situation. There have been experiments in that country 
by OCI, 

The Cuatrrman. What’s that? 

Mr. Wueecer. The Overseas Consultants, Inc. It is a combina- 
tion of several American engineering concerns who have been out 
there to help the Iranian Government, working out plans for their 
development. 

Mr. McGuee. Senator Brewster had their reports the other day on 
this table. 

Senator HickenLoorer. Here is the thing which impressed me 
several weeks ago in Turkey. We did not get to see much of Turkey 
except for about 30 miles between the a and town. We took a 
couple of different roads out to the export , about 30 miles out of 
Ankara. The wheat crop was just coming in. They were just har- 
vesting it, and I don’t believe we saw any machinery there. They were 
eradling the wheat as they used to 60 or TO years ago here. 

I asked about the loss of wheat from this cradhing operation, and 
they said yes, about 20 or 25 percent was scattered on the ground and 
they _ it. The ay had not been able to clean it up, or any substantial 
part of 1 They ‘did glean some. 

That nee would lend itself, the valleys. to some kind of reasonable 
machinery that would save a lot of this wheat that oth eee is lost 
from these crude methods, and then the old threshing methods. Sut 
don't we have a lot of cheaper machinery that would not be so com- 
plicated as these fancy devices ¢ 


Mr. Wueever. | couldn't agree with you more. absolutely agree 
with you. Iwas born in the State of lowa. ‘The | int I have had 
to do with actual farming on the land was in 1915 in that State, in 
which I was up on the straw stack trying to keep it stacked up as it 
came out of the thresher. 

So far as 1 am concerned, I think in those villages the thing to do 


Isto go very much slower and put some ‘thin in to save the wheat. It 
is more important at the moment to save the wheat than it is to in 
crease the vield per acre. 

Senator HickeENvooper. This wheat seemed to | Giving a pretty 
fair vield. 

Mr. WHerever. They don't get a coo Cro n Iran, and that is 
another reason why I would rather not see that 25 percent Wasted, and 
it can be done without any complicated machinery. L would rather 
see that done than go at the outset and try to produce more. 

I will say this, that the big machinery is directed toward opening 
up the new land in the places where crops lave never been grown in 
history that we know of. 

Senator Funtrreignt. Are you talking about 
tion é , 

Mr. Wuerecer. I am talking about machinery and 
aration of the land. 

Senator Funtsrignt. That is quite a different thing, 1 

Mr. Wut ELER. if it is going to be a commer ral operatl ] 
what I am talking about. What I am interested in more than any 
thing else in that country is to cut down that deficit, that bie deticit 
in sugar. Th: at never in the worl | is going to be done in the \ illages. 
It has to be done on a commercial operation. 
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I agree with you, Senator; that kind of thing is more susceptible 
to loans than it is toa grant. I went to Lran for the purpose of making 
a recommendation on a loan, not on a grant. 

Senator HickeNLooper. But would it be reasonable to say that, for 
instance, in the recovery, in their grain recovery in the harvest of 
that 20 to 25 percent of the wheat, let’s say, that they now waste, if it 
were saved, that in and of itself in a reasonable period of time would 
pay for the machinery that was necessary ¢ 

Mr. Wueever. Certainiy, and it doesn’t have to be complicated 
machinery, either. That is what the rural improvement thing is to 
do, or supposed to do, in the existing villages. It can’t be done in 1 
year or 2 years; it will take some years to get the machinery in all 
over the country, but it can be done. You can improve enormously the 
conditions of life and of production in the villages, but you can’t go 
out in these vast lands where there is no water and the grass is worse 
than the grass they were talking about in India. You can’t plow 


that stuff up with the kind of plows that they have in that country 
how. 


Senator Futsricnt. What kind of grass is it ¢ 
Mr. Wueetrr. It’s a heavy, thick grass. 


Senator HickeNLoorer. What part of lowa are you from? 
Mr. WuHueeter. Ventura. 


Senator HickENLoorer. I was in Ventura last Friday night. 

Senator Futsrienr (acting chairman). Ten-thirty tomorrow morn- 
ing General Bradley will be in attendance. 

(Whereupon, at 5:50 p. m., the hearing was recessed, to reconvene 
on the following day, Thursday, August 9, 1951, at 10:30 a. m.) 
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THURSDAY, AUGUST 9, 1951 


Unirep Srares SENATE, 
CoMMITYTEE ON ForeIGN RELATIONS, 
COMMITTEE ON THE ARMED SERVICES, 

Washington, DEC. 
EXECUTIVE SESSION 


The committee met at 10:30 a. m., pursuant to adjournment on 
Wednesday, August S. In the Foreign Relations Committee room, 
United States Capitol, Senator Tom Connally, chairman of the 
Foreign Relations Committee, presiding. 

Present from the Foreign Relations Committee: Senators Connally 
(chairman), George, Green, McMahon, Fulbright, Gillette, Wiley, 
Smith of New Jersey, Hickenlooper, and Lodge. 

Present from the Armed Services Committee: Senators Bridges, 
Saltonstall, and Knowland. 

Also present: Horace H. Smith, Senate liaison officer, Depart- 
ment of State: Everard Smith, Jr.. Office of the Senate Legislative 
Counsel; T. A. Allan, ECA: C. A. Coolidge, Department of State; 
R. E. O'Hara, OSD-Budget : Ben H. Brown, Jr., Department of State; 
Commander -A, A. Allen, United States Navy, naval aide to Gen. 
Omar N. Bradley: Gen. S. V. Scott, Director of Military Assistance, 
Office of the Secretary of Defense: Commander B. L. E. ‘Talman, 
Office of the Secretary of Defense. 

Present of Armed Services Committee staff: Verne D. Mudge. 

Present of Foreign Relations Committee staff: Messrs. Wilcox, 
Kalijarvi, ODay, Marcy, and Holt. 

The CuatrMan. Come to order. 

Members of the committee, you know this bill contains items of 
military aid, as well as economic aid. 

We have General Bradley here, Chairman of the Joint Chiefs of 
Staff. 

We would like to hear General Bradley on the bill and the general] 
military situation. 


STATEMENT OF GEN. OMAR N. BRADLEY, CHAIRMAN, JOINT 
CHIEFS OF STAFF 


General Braptey. Mr. Chairman and members of the committee. 
I have no prepared statement. l would suge@est that I make a brief 
veneral statement and then try to answer your questions. 


691 
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NO GREAT IMPROVEMENT IN WORLD SITUATION 


As we see it, there has been no great improvement in the world situa- 
tion. In fact, we feel that even if the Korean situation is settled it 
will mean we have just met one more challenge. It does not mean 
that there may not be others coming up in the future because, as I 
say, I know of no single thing that has happened which indicates 
Russia has changed her mind with regard to her aggressive attitude. 

The Cuamman. You do not suppose then that this sup posed gesture 
she made in writing the letter on the conference of five nations gives 
any evidence that Russia has softened up and now wants peace ? 

General Braptry. It would be difficult to say that this is true unless 
there is some action taken rather than just the use of words. I do not 
believe Russia is serious about it. 

Senator Smiru of New Jersey. Do you believe it is a cagey thing 
that she is doing? 

General Brapiey. I think it is a natural thing for her to do in an 
attempt to interrupt our preparedness effort. 

Senator Smiru of New Jersey. I agree with you. 

General Braptry. I think I can better serve your committee by try- 
ing to answer specific questions. I know you have gone into this bill 
very thoroughly and most of the points have been covered. 

The Cuamman. If you care to make a statement off the record, you 
may make it and then we will interrogate you. 

General Brapiry. I can only say that we think this program is part 
of our over-all defensive effort; that our defensive effort is linked 
very closely with that of Europe and the rest of the free world. It is 
our defense and it is theirs and that is why I advocate and support 


this program. 
As I say, I do not see anything that could change our attitude since 
the time we submitted the program. 


DEFENSE DEPARTMENT ATTITUDE TOWARD ADMINISTRATION OF ALD PROGRAM 


The CuarrMan. You know this bill covers both economic and mili- 
tary aid. 

There are certain people who advocate consolidation of the admin- 
istration and we are waiting for some testimony on that. I refer to 
the placing of the economic and military under one single head. 
What do you think about that ? 

General Braptey. The Department of Defense has favored and 
still thinks the present organization is satisfactory. However, we 
regard the question of the form of the organization as somewhat sec- 
ondary and we would not object to a single agency if it is clearly un- 
derstood that the Secretary of Defense, or the Defense Department. 
is given direct authority over and primary responsibility in certain 
fields. 

I might specifically name those. First, the determination of mili- 
tary requirements; second, the procurement of military equipment in 
a manner which permits its integration with service programs; third, 
establishment of priorities in procurement and deliveries, the alloca- 
tion of military assistance between recipient countries, and the ap- 
portionment of funds between services to procure that assistance ; 
fourth, the supervision of end item use by the recipient countries; 
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fifth, the supervision of military training of foreign nationals; and, 
sixth, the movement and delivery of military end items. 

We think those are so important that, whatever agency you set up, 
they should be reserved for the Department of Defense to handle be- 
cause they are so closely tied in with our whole defense effort and this 
is part of the over-all defense effort. 

Senator Wirry. Are we doing it now? 

General Braptey. We are doing it now. I understand you are dis- 
cussing setting up a different coordinating agency than the one which 
exists now. 

Senator Witey. I want to know if the Department of Defense is 
doing those specific things now ? 

General Brapury. Yes. Apparently we are doing them under a 
different coordinating agency than the one you were considering 
when you asked the question. 

I do not believe the Defense Department would seriously object to 
a change, provided these particular things are reserved for the De- 
partment of Defense. We think we are the ones to handle them if 
we are going to fit into the over-all program. 


A COORDINATING AGENCY 


Senator Smirn of New Jersey. I do not believe anybody would dis- 
agree with that. I think everyone realizes the Department of De- 
fense must take responsibility for procurement and requirements and 
soon. Ido not think anyone else can determine that. 

As far as I am concerned, and I think it is my amendment we are 
discussing, the idea is to have more expeditious handling. I under- 
stand this was considered by General Eisenhower when it first came 
out and he has no objection to it. 

I do not know whether you have any information on that or not. 

General Brap ey. I have no information on his attitude. 

I believe the chairman inquired concerning the economic part 
this program. 

did not mention those things that the Department of Defense 
should do, but we also are vitally interested in that part of it. Part 
of this economic assistance is to get defense industry started. That 
must also fit into the program, but it could be done through whatever 
coordinating agency is set up. 

Senator Smirn of New Jersey. That could be coordinated with 
the military effort. That was part of the reason for the suggested one 
administration. 

I have one question I would like to ask the General unless you have 
a general statement you would like to make. 

General Brapiey. I do not think there is any necessity of my making 
any further general statement. 


EFFECT OF CUTTING MILITARY REQUEST 


Senator Smiru of New Jersey. There is one question that has been 
asked me that is a little hard to answer. 

This bill calls for 8.5 billion, of which over 6 billion is military and 
2? billion plus is economic. Our people say these are enormous figures. 
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Would we be handicapping the military effort if we just figured these 
figures are so large that a cut of $700 million, as suggested by the 
House, or $500 million, would really affect the operation ¢ 

Have you made your estimates so close in the military that a cut in 
the interests of reducing the terrible load we are carrying would be 
critical, or is there a leeway there where it might be cut? There is a 
terrible demand on all of us to cut the thing down as much as possible 
and yet nobody that I know of wants to do anything that would handi- 
cap General Eisenhower's operations in Europe, for example. 

General Braptey. We went over this program rather thoroughly 
when it was presented to us late last year. We endeavored to make 
the equipment provided for in the program fit the units we were 
assured would be raised by these various countries during this fiscal 
year. We think we did a rather good job on that. I do not believe 
any of us would deny that we sometimes make mistakes, but we are 
of the opinion that this is a rather accurate estimate of the equipment 
required, the cost of the equipment, and the cost of equipping units 
being raised by our friends in these areas. 

Any reduction in this—if our figures are correct—would mean 
that some of the units to be formed would not have equipment. I 
would say that that would have serious effect. In other words, the 
units which our allies have said they would raise would not be ade- 
quately equipped. 

Senator Smiru of New Jersey. Well, the figures are so closely 
calculated that there is no leeway in there for figures that you could 
say might not have that result. 

The question is, can we take 10 percent off of that bill or something 
in that neighborhood in order to save the fiscal 1952 appropriations 4 

Senator George is not here this morning, but he 1s worried about the 
ee ing of the budget; he is worried about the total amounts we 
have to put in our tax bill: he does not want to see deficit financing. I 
eum ; sympathetic with him on that, but I do not want to in any way 
handicap what you gentlemen in defense feel is our absolutely needed 
military effort. 

General Braptey. We believe these figures are accurate. Any 
reduction would reduce proportionately the number of adequately 
equipped units. As a matter of fact, with increased costs of items, 
these amounts may not be enough to equip those units anyway. Any 
reduction would just aggravate that particular condition. 


POSSIBILITY OF APPROPRIATING ONLY PART OF AUTHORIZATION 


Senator Smirn of New Jersey. Another suggestion has been made: 
Could we authorize this total amount and then have the appropria- 
tions made for, say, two-thirds of it or something of that kind imme- 
diately’ Then if we found at the beginning of next year, before 
the fiscal year is out, that the divisions were being set up as contem- 
plated, we could appropriate further, an for the present at least 

appropriate for this fiscal year 1952, say. two-thirds of the proposed 
amount, although an authorization for the whole could be made so 
the contracting could be taken care of. 

Would that be a feasible way to ease up on the 1952 budget ? 

General Braptry. I am not too sure I get the picture you paint. 
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I will attempt to answer it this way: For example, if you appropri- 
ated two-thirds of the funds requested in this program it would mean 
we could not let the contracts for the remaining one-third of the 
items needed and you would delay the celivery of the requested items 
by that much, if I understand your question properly. 

Senator Smrru of New Jersey. Your contracts wou'd be the same 
whether you are ordering material for the American end of the army 
or the European end of the army. You would make the contracts 
just the same under your appropriations for the United States military 
requirements as distinguished from the foreign aid. 

General Braptey. I am not prepared to answer the question if you 
are talking about two-thirds of this in an appropriation and one- 
third of it in contract authorization, as we used to do. I do not know 
how much of the procurement involved can be handled by contract 
authorizations. I regret I cannot answer that question. 

Senator Smiru of New Jersey. That was just suggested to me as a 
possible alternative for putting this all in the appropriations for fisea] 
year 1952. I am just exploring the different approaches. Perhaps 
that would be worth considering further in case there is difficulty in 
getting the whole appropri: ation through. 

General Braptey. To answer your question the budget people would 
have to review the program and determine how many items could 
be procured under contract authorization. 

Senator Smiru of New Jersey. The thought was, General, that we 
were told as we went around on this trip that we were still getting 
deliveries from the 1950 authorizations and we have not yet delivered 
more than half of the 1951 authorizations. I wondered if we would 
be delayed in our 1952 authorizations and if we could not figure that 
payment for those could come in a subsequent year. 

General Braptey. Of course many of the items in this program will 
be delivered in fiscal years 1952 and 1953, and I suppose some of the 
very long load items will be up in 1954, but you must contract for 
those things ahead of time in order to obtain them. 

Senator Smirn of New Jersey. 1 understand that and IT am not 
presently sure of the policy of the Appropriations Committee with 
regard to authorizations in addition to actual appropriations. I be- 
lieve there is no one here who can answer that question. I will leave 
that question until Senator Knowland comes. 

That is all on that point, Mr. Chairman. I do not wish to monop- 
olize the general's time. 

The CuarrmMan. Senator Green ? 

Senator Green. The public is continually asking questions such as 
this: “When will this happen?” “When will that happen?” And 
so forth. I know it is very diflicult to say definitely when things will 
happen in the future, but how nearly can you approach any question 
such as this: 


WHEN WILL EUROPEANS EQUIP THEMSELVES WITHOUT UNITED 
STATES AID 


When will the European nations be able to undertake the equipment 
of their own forces without help from the United States? 
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General Brapiey. Mr. Foster should be able to reply better than 
I. I naturally have my views concerning this, but, compared to his, 
mine might be considered amateurish. 

As I understand it, the 1951 production in these countries just 
about doubled that of 1950, and most of these countries are com- 
mitted to a greater increase in production next year. 

Now, how soon the increase will reach the point where they can 
take over themselves is problematical and dependent upon so many 
issues. I believe most of us feel that by sometime during 1954 or 
1955 they could take over a considerable part of it. How much I am 
not prepared to answer, Senator Green. 

Senator Green. Would that be your same answer to the question 
of when these preparations would be complete, according to present 
plans ¢ 

General Braptey. I believe the two are tied together. We must 
remember that the equipment we are furnishing now, which we 
furnished them last year, and hope to furnish them in the future is 
very largely what might be considered capital equipment. 

For example, over the long period of years after World War I 
and before World War II they built up their equipment to a certain 
point and it was then merely a question of maintaining it at that 
standard, replacing obsolete, obsolescent and worn-out equipment. 
Now, in some of those countries—France for example—they are 
faced with starting almost from the beginning. What we are attempt- 
ing to do is to build up ina per iod of a few years W hat might be called 
capital equipment, which normally they would build up over a great 
number of years. 

Once you have that capital equipment, it becomes a question of 
the maintenance of it, replacement of it as it becomes worn out, obso- 
lete or obsolescent. That is much less a job than it is to create it 
to start with. 

Now, to estimate when they will be in a position to maintain the 
equipment once they have it, or how much they can donate or con- 
tribute toward building it up during the next 3 years, depends in a 
considerable extent upon so many circumstances. In other words, 
the amount of economic aid they-receive, how effective it is, raw 
materials, stability of governments and so on. 


1954 CONSIDERED AS A TERMINAL DATE 


Senator Green. While we were abroad, the usual answer seemed 
to be whether, assuming everything went along favorably according 
to present plans, 1954 would be as good a date as could be fixed. 
Would you agree with that ? 

General BrapLey. I would say approximately 1954 or 1955. Once 
they obtain the capital equipment, they should be able to maintain it 
and build it up. 

Senator Green. Thank you. That is all I have to ask. 

Senator Smirn of New Jersey. Senator Green, if I might add just 
one thought there in the light of your suggestion, as has been suggested 
to us by other witnesses, we might put a terminal date in this legislation 
just as we put a terminal date in ECA act of 4 years. We could say 
that in 1954 there would be a termination. Would that be a safe and 
proper thing to do? 
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General BrapLiey. Senator Smith, I know of nothing that is safe in 
the military field today. 

Senator Smrrnu of New Jerse vy. Of course, we could have a new situa- 
tion arise, as we have now. We said the ECA would end in 1952. 
We are considering wiping that out as such and putting it in this 
hew military-economic program. 

We could have this end in 1954 and if new conditions arise we could 
start in on something else. 

General Braptey. We feel at that time the task may not be finished, 
but it would be reduced materially. It would be primarily a job of 
maintenance, of which the countries in this program should be able 
to take over a considerable portion. 

Senator Smrru of New Jersey. Thank you. 

The Cuamman. Is that all, Senator Smith ? 

Senator Smiru of New Jersey. Yes, Mr. Chairman. 

The CuatrMan. Senator Wiley ¢ 


WHERE A CUT WILL HURT THE LEAS! 


Senator Winery. General, it has been suggested that there is consid 
erable sentiment toward reducing the over-all picture when we appro- 
priate for military aid in Europe and around the world under this 
mutual plan. 

My question is this: If there is to be a cut, where should it be? 

The CuairmMan. Senator Green will preside. 

General Brapiey. If the funds requested are to be reduced, we 
should go through the entire program and ascertain where cuts would 
have the least effect. 

I do not think you can say off-hand, or, I am not pre p' ared to say it 
without very close study, that it shoul fee out of the budget for our 
Air Force, Army, and Navy or from this program until you carefully 
compare the two of them. 

In other words, if you are going cut off 10 percent, IT think we 
would have to examine both programs—and that would be quite a 
job—and say, “Well, there is where it would hurt the least.” 

I am not prepared to give a categorical answer that it should come 
from any one of those particular services. 

Senator Witey. It has been suggested by several that there is no 
wish on the part of anyone to do any cutting, just to be arbitr: ry. 

However, there is a very distinct feeling growing up that the Rus- 
sian has more than one method of reaching us. One is to so influence 
our own financing that we will hit the slippery road. 


BRITISH ECONOMIC SITUATION 


I might say news I had on my desk last night made very clear 
that in “Europe they are expecting a break in Britain night now; that 
conditions wre very bad and that we have not provided any EC A aid 
for Britain. 

1 think that that is a matter that should be given immediate con- 
sideration because if our main ally in Europe gets into an economic 
tailspin, we are just precipitating more problems into our own lap. 

I would like to have the best judgment that there is in Government 
in relation to the British picture, and secondly, I would like to have 
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the best judgment along the line you have just suggested, where a cut 
will hurt the least. 

I am satisfied from what I hear that there will be tremendous pres- 
sure cn the floor to make a substantial cut because of the over-all im- 
pact on our own economy and the fear that we are going to cut into 
this dollar of ours so that it is below a 33'%-cent dollar. If we make 
it worth much less, we are also running for a fall and will get into 
considerable trouble. 

I think we should have the advice of the best economic people in 
Government, the best military advice, and the advice of the State 
Department on those two particular angles. 

[Tam particularly concerned with the European economic picture. 
They made a bad guess over there a year ago when they said they did 
not need any ECA aid in Britain. They are now finding that condi- 
tions are all upset again. It was all because some economist had over- 
stated the picture and England had failed to buy what she should 
have bought in the market when prices were down. 

If Britain goes haywire economically, it may be the beginning of 
the opportunity for which Russia is see ae. 

I wonder if you could carry my request to some of vour associates 
in Government. I am talking now about big shots, like yourself, 
we can get the best judgment there is on it. 

That is all I have. 

Senator Green (acting chairman). Do you care to answer the 
question ¢ 

General Braptey. I do not believe there was any question. 

Senator Witey. Just your comments, if your have any. 

General Bravery. I am sure we are concerned with the possibility 
that we might spend ourselves into a situation where Russia might win 
her point without going to war. We always take that into considera- 
tion in drawing up any programs. 

We are not sufficiently versed in economics to know how much that 
it. We must depend upon someone else for advice. 

I can assure you we are concerned with that and are not merely going 
about asking for sums without regard to that particular point. 

Senator Green (acting chairman) Senator Bridges, do you have 
any questions ¢ 

Senator Bringes. I do not think so at this particular point. 

Senator Green (acting chairman). Senator Saltonstall? 


CUTTING FOREIGN AID OR DEFENSE DEPARTMENT BUDGET 


Senator SavronstaLL. General Bradley, I would appreciate very 
much your giving us vour opinion as to whether, if there is going to 
be any dollar cut, the cut can be more wisely made from this $814 
billion military and economic aid to Europe and other countries or 
from the budget for the Department of Defense. 

General Braptry. Senator Saltonstall, my view is that the only 
way you can determine where the cut would do the least harm would 
be to study both programs and determine where that point should be. 
This budget and all our budgets are designed to improve our own 
country’s security. Iam not prepared to say categorically which one 
should be cut, if we are going to cut to receive the least damage. I 
repeat, you would have to go through both programs item by item 
and make your cuts where the least harm would result. 
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For example, in this program you might find that some of the units 
of the armed forces of our allies are bei ‘ing formed more slowly than 
promised. You could reduce that without too much damage as com- 
pared to cuts somewhere else. 

We may find that in our own country there will be a certain item 
which we cannot get sufficiently fast to equip a certain unit and that 
unit might be delayed rather than one overseas. 

I am not prepared to answer that and I do not think anyone else 
is, either. You must go through this thing as it has been developed 
through the years. 

Senator Sarronstatt. The lead times on the items furnished in 
military aid are as a whole less than the lead times are on many of 
the things in our own budget. Is that not true? IT have in mind the 
difference between a rifle or a jeep as compared to an airplane. 

General Braptry. There are some airplanes and tanks in this pro- 
gram. and they have the same lead time as our own. I do not know 
the proportion. I believe that is all in the record, but I think you 
will find the long lead time items are the same in this program as we 
have in our own defense program. 

In general, they are of a similar nature. 

Senator SavronstaLL. May I ask one question of a slightly different 
character? In your opinion, is our present unification plan with the 
Joint Chiefs of Staff working for. the greatest possible economy of 
defense operations, or can there be still some improvement of opera- 
tion and also of law? 

General Braptey. I do not know of any changes T could recom 
mend at this time which wouid in any way create more efficiency or 
save time or expense. 

Senator Brinces. Mr. Chairman, may I ask a question? 

Senator Green (acting chairman). Senator Bridges. 

Senator Brinces. General Bradley, is the greatest need in Europe 
now for more American troops or is the greatest need for military 
equipment to arm Europeans ¢ 

General Braptey. Both are involved, but the big problem is to 
build up their equipment and their units in order that they can carry 
the major portion of this load themselves. 


NUMBER OF UNITED STATES TROOPS IN EUROPI 


Senator Bripers. What is your conception of the troop situation 
when, before this joint committee last winter, it was testified by the 
Secretary of Defense—I do not have the hearings here, but I have read 
them very carefully—and I think by various others including your- 
self—that we had about 100,000 troops in Europe: and that four more 
divisions would mean 72,000 in those divisions and with the additional 
service troops would be about 100,000 more or about 200,000, and the 
statement of General Marshall that it would mean 400,000. 

That is a rather wide discrepancy and a rather wide mistake. It 
is 100 percent. 

What is your conception of the present authorization of our par- 
ticipation in manpower In Europe? 

General Braptey. I looked up my testimony in that case, Senator. 

87360—51——-45 
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I said that we had approximately 100,000 in Europe now. This meant 
approximately another hundred thousand to Germany, but I said that 
the final figure would depend upon further study on the supporting 


troops required, including a study by General Eisenhower and his 
staff. 


The actual figure turns out to be 159,000 instead of roughly 100,000. 
In other words, I believe General Collins testified before this com- 
mittee recently that the total number of Army troops in Germany 
would be 259,000, which I admit is 59,000 more than the rough figure 
I gave you. I went back and looked it up and I find I made that 
a very conditional figure and said the final figure must depend on a 
close study of the supporting troops required. 

Senator Bripces. That 259,000 would be 141,000 off Secretary of 
Defense Marshall’s figure. He was 141,000 off in his figures there? 

General Braptey. He was talking about the total in Europe. In 
addition to the 259,000 in Germany, I believe General Collins pointed 
out to you there are 20,000 more in Austria and Trieste, and that 
another 5,000 are on various other missions and so on, which I believe 
brings the total up to something like 284,000, Then you add to that 
the Air Force personnel, which General Marshall included in his 
figures. It is true it does not add up quite to the total General Mar- 
shall gave you, but he gave you a rough figure. I believe General 
Collins put in the accurate figures when he was before your committee. 


MILITARY EQUIPMENT FURNISHED TO EUROPE 


Senator Bringes. General, is it true that in these supphes and equip- 
ment we are furnishing to the European countries that a good deal 
of the equipment being sent there now is the most modern, up-to-date 
equipment, and that is going there rather than to our own forces ¢ 

General Brapiey. That is a question of detail which I cannot 
answer. 

I know that we sent over some World War II equipment and I be- 
lieve we have sent some new equipment, too. Our troops in Korea 
are also fighting with some World War II equipment and some new 
equipment. The exact proportions would have to be provided by each 
service chief. I donot know the details of it. 

Senator Brinces. Do you have in mind, as Chairman of the Joint 
Chief of Staff, that what we are seeking here is the peace of the world 
and the security of the United States of America, and having that 
in mind very definitely, that our own forces, which are the primary 
bulwark in this joint collective security program we are in, should 
have certainly equal consideration, if not first consideration, on the 
modern equipment which we put out as a policy ¢ 

General Braptey. I do not think anyone would deny that that is a 
proper policy. 

Senator Brinces. You believe that is being carried out ? 

General BRapLey. Yes, sir. 

Senator Bripces. E — though you have no details of it at hand ? 

General Braptey. I do not have the detailed breakdown, but I do 
know we have sent both types of equipment to Europe. 

For example, I think you will find with our troops in Korea a much 
larger proportion of our latest type tanks than there is anywhere in 
Europe. We have sent a few of our more modern ones to Europe 
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for training purposes and so forth, whereas in Korea we have a con- 
siderable number of the latest type tanks. We also have some of the 
straight World War II Mark IV tanks there. 

Senator Brivees. How about planes ! 

General Braptey. We have the latest type planes over there, too. 

Senator Brivcrs. Do we have our own Air Force equipped with the 
latest type fighter planes, too / 

General Brapiey. Yes, sir; we cert: unly do. There are some groups 
of 86's, 84’s, and 80’s. Also some squi adrons equipped with the F—51’s 
for close ground support. They are quite appropriate for this type 
of work. When we went into the war last summer the F-51’s were 
able to operate under some conditions of weather where there was 
more trouble with the 80’s because of their high speed. General Van- 
denberg would have to tell you the proportion in use right now. I 
know we have been gradually replacing them, but we found the F-51’s 
quite useful and I think some of them are still in action. 


QUESTION OF IMPORT DUTIES IMPOSED ON UNITED STATES EQUIPMENT 


Senator Bripces. Are you doing anything about the French duties 
on arms and equipment furnished France or is that something the State 
Departmeiit Is working entirely on 

General Brapiey. ‘That is a question of Government policy. 

Senator Bripces. You are aware of it ¢ 

General Braptey. I do not know that there is any duty on any equip- 
ment. I know there is some duty on equipment going in to construct 
airfields, but that is a north African duty. 

Senator Bripces. That is under the French, is it not ? 

General Braptey. North Africa is under the control of the French, 
but, insofar as I know, those arrangements and the duties 
paid to the people in north Africa. 

Senator Brincrs. If this is a mutual-defense pact and we are going 
into it, why should any nation, where it is to their interest to develop 
these mutual defenses, penalize the effort and penalize us by putting 
an import duty on the supplies, equipment, and materials that we are 
furnishing for the objective which we seek, which is mutual secur ity ? 

If it is to their interest, as well as it is to ours, to promote this, why 
should that be ¢ 

General Braptey. I do not know. As I say, it is beyond my prov- 
ince and it is entirely a foreign-affairs matter. 

Senator Green. Senator Connally will resume the chair. 

Senator Futsrieur. I did not understand that. Is it a regular duty 
that they have ¢ 

Senator Brivces. We have been told that. 

Senator Futsrigur. On military goods ? 

Senator Brinces. Yes; on stuff that is going over there. I have not 
seen a list, but certain of the materials and certain of the equipment 
that has gone into some of these places; that has been the attitude of 
the French, and | think the State Department told us in another hear- 
ing that they were working on the problem, but it certainly is some- 
thing that, if it is a fact—and I have been told that it is—consideration 
for two-way cooperation should come in. 

Senator Futsricur. Did you ask for an official report on just exactly 
what they have done ? 


are being 
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Senator Brinces. I have not gone into it, Senator Fulbright. It was 
just generally discussed. 

General Braptey. M: iy I suggest that since it has been brought up 
in the record that it o ught to be cleared in the record. As far as I 
know, there has never been any duty charged on any equipment. 

I have heard rumors, the same as you hav e, to the effect that certain 
duties were charged by certain north African local governments on 
certain materials going into the construction of air ba: ases. However, 
I think as long as it has been brought into the record it should be very 
carefully cleared up. 

Senator Brinces. I think the same principle applies to what you 
refer to in the way of material going to construct a base for mutual 
protection. I think it should be cleared up and it should be deter- 
mined whether it is anything greater than that and whether it does 
apply to some equipment, which cert: ainly is the inference. 

General Braptey. General Scott informs me that we have paid no 
duties on United States-owned materials sent to north Africa for our 
own use and the duty that has been paid, as far as he knows, is on 
contractor-owned materials and not Government-owned materials. 

Senator Briners. I would like to see it cleared up. Of course, that 

adds to the cost of the project just the same, but certainly any inference 
a ich has been given by other witnesses is that it is more widespread 
than that. Either they have been misinformed or you are misin- 
formed, General Scott, and 1 think the correct position should he 
known. 

The CHarrman. Do you not know about it yourself ? 

Senator Brinces. We have had it reported to us and we were tole 
the State Department is looking into it. 

Senator Futsrienr. I think General Bradley can agree that his 
staff will give an exact report on what has been done. 

General Braptey. I would suggest it could be obtained by calling 
before the committee the people in the Air Force and in the Navy who 
are in charge of those construction projects. I know it cannot be any- 
where except in North Afric: 

Senator Futsricut. We are getting along near the end of the hear- 
ings. I wonder if they cannot submit a written, official answer to these 
questions for the record. That is what we really want, is it not? 

Mr. Coonincr. Mr. Chairman, I saw a letter yesterday or the day 
before which should be up here now. If it is not here I will see that it 
does get up here. 

The Cuarrman. What is it now? 

Mr. Cooriner. It is a statement on this question of whether duty is 
charged on materials furnished under the aid bill. I think it relates 
primarily to this North African situation. 

The CHarrman. Who is the statement by? 

Mr. Cooiiner. It is from the State Department. 

Senator Briners. Could Mr. Coolidge give us his knowledge of it if 
he has any ? 

The Cuarmman. IT think we should wait on the statement. 

You will get the statement, will you? 

Mr. Coottner. I will. 

(The information referred to appears in the record on pages 1579, 
1580, and 1581.) 
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FIVE HUNDRED AND FIFTY-FIVE MILLION AID JO ASIA 


Senator Lover. General, are you in favor of this $ million aid 

» Asia / 

General BraDiey. Yes, sir. 

Senator Lopce. Have you carefully studied it / 

General Braptey. Yes, sir. 

Senator Lover. You do not think it is bigger than necessary with a 

view to getting it cut down and still giving you what you want / 

General Braptey. As I have pointed out before, I cannot say that 
we have not made mistakes in figuring for this amount of equipment. 
I would guess, however, that actually this amount would equip a 
fewer number of units than we originally figured on, due to the 
increased costs since that time. 

But any reduction, as I see it, in the amount we have a sked for here 
will mean just that there will be fewer adequately equipped units in 
these countries. 

Senator Loper. As far as you know, this total was not sent up here 
with a view to making a horse trade with the idea that it would be cut 
down ¢ 

General Braptey. No, sir. 

Senator Lopcr. That has been known to happen. 

Senator Fu.tsprigur. But never admitted. 

Senator Lover. I think it is a good question. 

Gen eral Brapiey. I will assure you, sir, that I have never padded 
any estimate that I have ever made for any committee of Congress, 
whether it was in the Veterans’ Administration or in the Defense 
Department. | Deleted. | 


PROVIDING UNITED STATES TACTICAL AVIATION 


Senator Lopcr. We have to provide funds for aviation up here. 
We have to provide funds for the Army and we have to provide funds 
for the Air Force. It seems to me it is a vital matter and it should 
be clear in our minds as to whether we are providing enough tactical 
aviation or whether we are not. The figures published indicate 
Russia has 18,000 tactical planes, of which 9,000 are available for the 
war in the West. If we are going to have a two-to-one superiority, 
that means we ought to have 18,000 tactical planes and we do not have 
it and therefore why do we not get it / 

Those are all public questions. 

General BrapLey. Sir, with the weapons we have I do not admit 
we must have two planes for one in order to obtain air superiority. 
I do not think that is a thing I would want to admit here in the record 
or at any other time. [Deleted.] 

Senator Loper. Thank you. 


NECESSITY OF GROUND TROOPS 


The Cuairman. General Bradley, I refer to what you say about 
the necessity of having ground troops and that it is impossible for 
the resistance to be overcome, or successful resistance offered, simply 
from the air. That has been borne out, has it not, by our experience 
in Korea ¢ 
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General Brap.ey. Yes, sir. 

The CuatrmMan. Our Air Forces were active and all that, but they 
could not stop the hordes piling over from North Korea and from 
China. They could not stop them. 

General Braptey. I do not believe anyone really advocates that 
the Air Force, by itself, can stop any aggression. I do not believe 
Senator Lodge’s question was aimed at that particular thing. 

The CHarrMan. You hear a lot of people say, “All you need is just 
an Air Force.” 

Senator Loper. I started urging last summer that we send 10 
divisions to Europe rather than 6. I have been very much in favor 
of a strong ground army. [Deleted.] I have always understood 
that you had to have both ground and tactical air forces. 

The Cuamman. Senator McMahon. 


ANTICIPATING KREMLIN STRATEGY 


Senator McManon,. General, there are two schools of thought as 
have been evidenced here; one, that the Russians will keep the heat 
on and let us spend ourselves down the drain. Others say that they 
are growing in military strength and as they see us beginning to react 
to their growing stockpile of atomic weapons, that we are in a period 
of danger right now, which may grow even more immense as the next 
few weeks and months go by. 

I presume that it is almost as difficult for you as it is for any other 
observer to make up your mind as to what these men in the Kremlin 
are going to do. 

Would you say, General, now, that we are in a period of danger 
from a military attack in your opinion? 

General Braptey. As you say, Senator McMahon, no one can know 
just what is in the minds of the men in the Kremlin. It isa ve rv closed 
corpor ation. They are not required to obtain the consent or the back- 
ing of their people. They are absolute in their decisions. We cannot 
know what they are going to do, and it is dangerous to try to guess. 

About the only thing we can do is to follow the principle of esti- 
mating their capabilities and trying to take ste ps which will reason- 
ably meet those capabilities. They have certain e¢ apabilities today. 
Whether or not they are going to use them, upon that we can only 
offer conjecture. {Deleted.] In my opinion, if our program is car- 
ried out, we will within a few years from now, say 1954 or 1955, reach 
point in our security that it will act as such a deterrent to aggression 
that. then the danger would be much less. 1 think we all agree that 
until we reach that point and while they have this capability. there 
is great danger of their taking aggressive action. 


SOVIET ATOMIC STRENGTH 


Senator McManon. | Deleted.| In talking to you in this fashion, 
I realize that you have heard all these things before and so have I. 
But I find many people who refuse to face the facts in the situation. 

Sometimes I think that I am perhaps the other way. I live a good 
deal, as you know, with the atomic situation. | Deleted. | 

You know I have never made any pretense at being an expert 
in your business, but I feel we face a very frightening thing. Those 
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of us who were on the trip to Europe I do not think will ever forget 
Mr. Churchill’s remark when Senator Green asked him what he 
thought of the present outlook on things. He looked around what 
seemed to be 3 minutes—probably 30 seconds—and puffed on his cigar 
and said, “How many atomic bombs have they got / 

I call your attention to the fact that they are perhaps 75 percent 
to 80 percent mobilized now. Would you think so4 

General BrapLey. Somewhere in that vicinity; yes, sir. 

Senator McManon. Looking at it from their standpoint, will they 
net be better off to strike by surprise without mobilizing that other 

25 percent or 50 percent for the sake of getting the advantage of the 
surprise blow rather than notifying us and giving us a week or two 
weeks or whatever it might be, notice, in bringing themselves to 
full strength. 

I have always been impressed by your illustration of the difficulties 
of knowing what they were going to do, say, in East Germany. 

They have [ deleted | divisions they maneuver in a circle and some 
morning they will just perhaps maneuver a little wide and they 
would be in on us. That, accompanied by the best strategic use of 
their present atomic stockpile, may encourage then: inasmuch as 
they see us arming as best and as fast as we can. They read in our 
press the speeches of our people. I have in mind the statement of 
a Congressman in the House in which he said—I do not know whether 
I quote him accurately as I read the paper hurriedly—there is no 
chance of settling this thing except by war. 

Now, if you are sitting over in the Kremlin and see this country 
getting ready just as fast as it can and perhaps sensing that 2 or 3 
years from now our enemies are going to be a great deal stronger, 
and it is accompanied by statements that when they are stronger 
there is nothing to do except to finish the thing, they might be very 
much attempted to strike this year. 

I only say all this because I have said it before to two or three 
of our leading military men, and I wanted to take advantage of this 
opportunity to say it to you. 

I am not at all certain, of course, in my own mind, but I think 
is a real possibility. 

Do you agree with that? 

(At the direction of the chairman, the answer to the above question 
was not recorded. ) 


FACING THE NATION S PROBLEM 


Senator McManon. What we are considering here is basic to our 
survival, is it not? 

General BrapLey. I know we all complain about taxes, but I would 

rather pay the taxes than lose our security, our freedom, and our 
way of life. 

Senator McManon. I do not believe in all of these hearings we 
have had quite enough talk along the basic lines of what this country 
is up against and what we are going to try to do and what we have 
to do if we are going to save our Nation and civilization because, if 
we clo not save this country and if this country does not grow stronger 
and remain the key in the arch, the whole world will come tumbling 
down into their hands. Is that not so? 3 
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STRONG UNITED STATES LEADERSHIP IN 





POSITION OF RESPONSIBILITY 


General Braptry. In my opinion, I think it is. I think the whole 
world would go C ommunist if we did not exert very strong leadership. 

As I say, we are in a new position of leadership. Some of our peo- 
ple do not yet realize this. They must be educated to it. I pity any 
of us in the Government today who realize some of these things and 
who are trying to educate the people to that new position, because we 
are going to receive all this criticism while we are trying to do it. 
They have not grasped the full meaning of our position; the serious- 
ness of the world situation, and the risk of losing everything we have, 
if we do not remain strong. 

Senator McManown. In other words, General, this is a global situa- 
tion, is it not? 

General Braptey. Yes, sir. 

We are in a position of great responsibility, either fortunately or 
unfortunately. Regardless of how you want to look at it, here we 
are. 

Senator McManon. I think that remark you made concerning the 
position of responsibility in which we find ourselves is not understood 
by our people. 

They do not appreciate it, General. A lot of people do not appreci- 
ate that you cannot have power and responsibility and great wealth 
without concomitant duties and responsibilities. 

Would you not agree that, if a nation fails to exercise and discharge 
the duties and responsibilities, it will be shorn of its power and its 
prestige ¢ 

General Brapiey. I think that is the final answer, if we do not main- 
tain our position, our power, and security. 

Senator McManon. A very great man in the world recently said 
that the world will be inherited by those who are not tired. There is 
a lot of truth in that. 

With this global concept in mind, it is necessary, I take it, in your 
opinion, that we must hold everywhere. Is that not true ¢ 

The CuarrMan. Must hold everywhere? 

Senator McManon. We must hold everywhere. We cannot let them 
breach the line. To the best of our ability we have to meet their 
threat wherever it exists. 


OUR OBJECTIVE TODAY 


General BrapLey. That is our objective today, to retain them within 
their present bounds. I think I have said this before and, if you will 
pardon me, I will say it again: If you appease in one place, you are 
probably going to appease in another, and you will keep on appeasing 
until you eventu: ally find yourself in a position where war is inevitable. 

Senator McManon. My quarrel with our program is that our con- 
taining is not enough; that we cannot go on just on a containing basis. 
We have to have a program and an offensive one. 

General BrapLey. Our program is to assist in the bolstering of de- 
fensive forces to deter aggression. We also hope to achieve a military 
posture throughout the free world which would permit offensive 
action should aggression nevertheless be started. 

Senator McManon. We might find ourselves in disagreement on 
the emphasis we would place on a counter-offensive, although I know 
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how strongly you feel about this. But, at any rate, General, consider- 
ing this portion of the program which is devoted to the Middle East, 
both in arms and economic aid, you do regard that as a vital area to 
our security, do you not ¢ 

Beneral BrapLey. We consider that a very important area, sir. 

I think it has been illustrated by the situation in Iran. It is 
illustrated by the current situation in Egypt, wh 48 is somewhat 
stirred up. We get a lot of raw materials from that area. It is the 
gateway toall of Africa. We consider the Middle East a very lmport- 
ant area. 

The area may be held through war, which is one way. The desirable 
course is through this program—not only prepare to hold it in war 
but also to prepare to hold it in peace. Certain aid given them now 
will orient them a great deal more toward the West, stabilize their 
economy, and make them much more content. All of that tends to 
keep them from going Communist. 


MILITARY EFFECTIVENESS MAINTAINED THROUGH ECONOMIC STABILITY 


Senator McManon. General, you would agree with the theory, 
would you not, that in order to maintain military effectiveness it is 
necessary to maintain some degree of economic stability in the area? 

General Braptey. Yes, sir: because no military power is strong 
unless there is industrial, political, and civilian stability behind it. 

Senator McManon. In making up these estimates, you said you 
went over it all very carefully. 1 take it you went over the economic 
as well as the military ¢ 

General BrapLey. Not to the same degree, sir. I went over the mil- 
itary part of this very thoroughly. As regards the economic part of 
it, we naturally have to accept advice from those who know much 
more about it. When I mentioned going over the estimates I was 
referring to the military estimates. 

Senator McManron. However, it is your opinion, General, that in 
order to make the military part of this budget effective, can you tell 
us whether or not, in your opinion, it is equally necessary to make 
the expenditures for the promotion of economic stability that is the 
objective of the economic end of the program. 

General Braptey. Yes, sir; and I would like to say this: As I 
understand it, the proposed economic aid in a way is really set up in 
two parts. Part of it is to help build up milit: ary-equipment fac- 
tories, in other words, the arms industry, which is economic aid 
in one sense. Some of it is economic aid along other lines and has 
nothing to do with the manufacture of equipment. However, | 
consider both to be part of the over-all program. 

For example in France, unless we improve their economy, more 
and more of them may go Communist. As I remember it, something 
like 25 percent or 26 percent of the vote there is Communist. 

They have a bad situation, which I am sure you ran into when 
you were over there, where a man has to pay too much of his wages 
to buy a pair of shoes or food or whatever it may be. 

We can help by assisting them to arrive at the position where a 
man has to pay less of his weekly wages for a pair of shoes or for 
food. The more stable their country, the more they can divert to 
their own security, and then fewer people will be voting the Com- 
munist ticket. 
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If you allow it to go the other way, where a man has to pay more 
of his weekly wages “for his food and his pair of shoes, he will be- 
come more discontented with the present system and the number 
who go Communist and vote the Communist ticket will increase. In 
other words, anything for a change might be better than what they 
have. 

As I see it, this economic improvement is very closely tied in with 
the security of those countries and with their over-all security and 
the security of the United States. 


POSSIBLE ACTION AFTER CESSATION OF HOSTILITIES IN KOREA 


Senator McManon. After a meeting in Rome that I had, a re- 
porter stepped up to me—I suspect he was Communist. He was a 
Frenchman and he spoke pretty good English. He said, “When you 
fellows get through with this arms program in Europe, there is 
going to be nothing but Communists behind the guns.” 

I think that expresses a hope, too, that our friends in the Kremlin 
may be holding, do you not think, that we will take down the stand- 
ard of living in Western Europe and the rest of the world in the 
rearmament effort to the point where it will produce more Com- 
munists ¢ 

General Brapiey. I am sure that would play right into their hands. 

Senator McManon. Thank you very much. 

The CHatrMaAn. Senator Knowland. 

Senator KNowLanp. No questions. 

The CuarrMan. Senator Fulbright. 


MILITARY END ITEMS FOR FORMOSA 


Senator Futsricur. General, there is one thing that interests me 
in connection with what Senator McMahon was talking about with 
regard to the matter of containment and the counter-offensive. 

I notice in this program, military end items for Formosa, and this 
is an item I believe, for a relatively small area. [ Deleted. ] 

General Braptey. I can say this, that our objective there is to 
make effective those forces on Formosa. 

Certainly then that will make the defense of Formosa effective. We 
are concerned that Formosa not fall into the hands of an unfriendly 
power. | Deleted. | 

Senator Futsrienut. Is it not our fleet really the thing that is keep- 
ing them from being subject to attack now ? 

General Brapiey. I think possibly our efforts in Korea are also 
doing that because we have the Communists pretty well engaged here. 

| Deleted. | 

The CuarrMan. May I intervene there / 

Chiang Kai-shek has a large force in Formosa, has he not / 

General Brapiey. Yes, sir. 

| Deleted. | 

The CuarrmMan. There is no reason for us to spend a lot of money 
on them unless they are going to be efficient and properly equipped. 

As I see it, we ought to kee »p the force there, and we ought to give 
them the equipment and we could let it be a military force that we 
could use if necessary. 
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| Deleted. | 
Senator Knowtanp. Would the Senator yield at that point ‘ 
Senator Futsricutr. Yes, sir. 


THE FORCE ON FORMOSA 


Senator Knowianp. Along with the questions raised by Senator 
McMahan, General, if [deleted] the Soviet Union aaa move in 
Europe, is it the judgment of the Defense Department that the war 
would be limited to Europe, or would it be more likely, as the last 
two wars have been, to be global in nature ¢ 

General Braptey. We visualize it would be global in nature, and 
if we got into a war—I did not go into this fully—we said we would 
hate for Formosa to fall into the hands of an unfrie ndly power. You 
might have use for vour fleet somewhere else, and I think that it would 
be very appropriate at that time to have the people on Formosa able 
to hold it without the use of our fleet. 

Senator KnowLanp. And might it not also be possible, General, 
that if this force was adequately equipped for defense purposes, which 
would be the foundation that would have to be laid, and since this 
force on Formosa is by far the largest non-Communist force in Asia, 
particularly if some of the troops are withdrawn from Korea that 
are now there, in the event of a world war breaking out, this force 
then might be highly import: a to be available for such ope rations 
as might be deemed then essential in the over-all strategic planning’ 

| Deleted. ] 

Senator Futsricutr. Are you personally acquainted with that group 
of men, the Chiang Kai-shek army ? 

General Braptey. No, sir. But I think they would defend For- 
mosa. 

Senator Fuisrieiur. Do you have plans for adequate supervision 
of the expenditure of that money for your purposes? Are you going 
to have a mission out there ¢ 

General Braptey. We have one there now. | Deleted. | 

General Braptey. These men are there to receive equipment, see 
that it is delivered, and to help supervise the training of the forces. 


| Deleted. | 
ADEQUATE SUPERVISION OF ASSISTANCE GIVEN 


Senator Futsrieur. You are going to see that you have adequate 
supervision of the assistance given. That is most reassuring. 

Senator KNowLanp. We are not in this case, or for that matter 
in any of the countries in the program in Europe or in Asia, giving 
dollars to these countries; we are doing the procuring and supervising 
what the requests are and what the deliveries are. 

General Brap_ey. So far as the military equipment is concerned, 
we are procuring and delivering the end items. 

Senator Futsrieut. We will skip a moment, say, to a country like 
Tran, which is much in our interest right now. You will, then what- 
ever military aid goes there, yourself supervise and see that the money 
goes to the proper purpose. You do not turn over money to them 
to pay their troops and it all ends up in the hands of a few speculators 
or officers? 

General Brapiey. That is all closely supervised. 
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Senator Fursrient. Closely supervised ? 

General Braptey. In some cases there is money spent on training 
and we supervise that, also. I do not want to create any impression 
that might have gotten out that this is all end items. It is not. There 
are funds for training and we supervise that training. 

Senator Funsricitr. I think everyone can feel reassured that you 
do supervise it very carefully and we get, to the best of our ability, 
the full worth of our military assistance to those countries. [Dele ted. | 
I think, generally speaking, we have been too lenient on supervision 
of what the ree ipients do with our money. That is my impression. 
That has occurred in many of those cases, and I would hope that 
the military people would do their best to supervise the expenditure 
of the funds. 

That is all. 

The CHatrmMan. Senator Hickenlooper / 












QUALITY OF TROOPS ON FORMOSA 





Senator HickeNLooper. General Bradley, it runs in my mind that 
in the past we have heard a great deal of criticism from certain sources 
that these troops on Formosa are the same that ran ignominiously in 
China and that they will not fight and they are no good as soldiers. 
] do not mean to say everyone has said that, but there 
great deal of criticism along that line. 

I just wonder if those who heretofore thought that they were no 
good as soldiers, and that they had surrendered at the first shot, and 
all that sort of stuff, have changed their minds about the quality of 
the soldiers, because unless the soldiers on Formosa have the qualities 
of fighters, then, indeed, would our money probably be wasted. I 
am not suggesting that you ever said that, General. I am not point- 
ing that at you. but I think vou are well aware that there has been 
criticism that has been made. 


General Brapiey. I think I can offer some comments on your 
remarks. 


has been a 


Normally the soldier who runs away isn’t running because he is 
nota good soldier, necessarily. 

The Chinese soldiers on Formosa are presumably of the same basic 
qualities as those who are fighting in Korea, for example. { Deleted. ] 
Part of the job of the mission which we have there is to conduct field 
training, or help supervise field training. We are doing that in Tur- 
key and Greece and Iran and we are doing it in Formosa. So with 
United States equipment that is there, with the mission there, with 
the instruction that goes on, the supervision of instruction, the estab- 
lishment of noncommissioned officers and officers’ schools. _ | Deleted. | 
The fighting ability of the soldier on Formosa is going to be different 
from the fighting ability of the soldier that did not do too well on 
the mainland. 

In other words, in my opinion, it all goes back to leadership and 
training, and to a certain extent, to equipment, but very largely it is 
le: adership and training. 

Now, if we can improve the leadership on Formosa, by the use of a 
mission, I think we will find a vastly improved situation in the 
Nationalist Army. 
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POSSIBLE ACTION AFTER CESSATION OF THLOSTILITIES IN KOREA 


Senator Hicken.Loorer. There is one other thing in reference to the 
line of questions that Senator Fulbright was asking, in which I was 
very much interested. 

If a cessation of activities is reached in Korea, that is. either by the 
establishment of a line which we agree not to cross and the assumip- 
tion of obligations which we doubtless will keep if we make them, with 
all the history of Communist activities and devious methods of avoicd- 
ing their commitments, is it not reasonable to think that they may 
turn their attention, as he suggested, to Indochina after they get their 

situation stabilized in Korea, where they have made a stopping of one 
kind or another near the thirty-eighth parallel. If we agree not to 
cross that line, they probably can rely on the fact that we will not 
cross it. ‘Then they will take their excess troops and whatever equip- 
ment they have, and in one way or another, furnish a bunch of volun- 
teers for the Indoc hanes optapater, so we may almost imme ediatel ly, 
soon as they regroup, face another out there in Indochina of greate: 
strength than they have now. 

General Braptey. That may well happen; yes, sir. 


LIVING IN A PERIOD OF TENSION 


Senator HickenLoorrer. This may “a a question which is not neces 
sarily in your province. We are building up strength, milita 
strength, not only in this country, but attempting ig to do so in the Euro 


pean countries. There undoubtedly will come a time, if our program 


’ 


goes along according to the timetable, when that stre maak will be built 
up toa certain point. What is going to happenthen? In other words 

do we look forward to a point where we can begin to reduce expendi 

tures, where we can draw in our forces and get down to the normal 
activities of peace, or are we going to have to maintain that very sub 

stantial strength for an indefinite period of time? Or do we know, or 
is that in the k: ip of the gods? 

General Bravtry. In. my opinion, unless Russia changes her atti- 
tude and her announced intentions, we are going to be living in a 
period of tension for many years. I also believe, however, that some- 
where in here we will have built up our forces and the forces of our 
friends to the point where we will find them acting pretty much as, 
or almost approaching, anyhow, a complete deterrent to aggression, 
because if Russia felt she could not win, she would not start something. 

When we reach that point of greater security, where the chances of 
war are least, I would think that we could expect our friends in Europe 
to tuke over more and more of that. 

In fact, that is what we are trying to accomplish here. We are 
making the capital expenditure, as it were, building up capit al equip- 
ment which they could accumulate over a period of years, but too many 
years if we did not help them. 

Having attained the position of security, I would say they could 
take over more and more of the responsibility for it; but as to when 
we can reduce our forces, I think, will depend on the situation at the 
time. 

Personally, I hope we could eventually reduce our troops and our 
expenditures, particularly if the manpower bill which you have pass- 
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ed becomes operative and we have trained reserves that can be called 
in quickly. I should think we could quite materially reduce the size 
of our active standing forces then. 


FORMOSA IN POSITION TO DEFEND ITSELF 


Senator Hickenioorer. (Delted). You have said that military 
aid to Formosa is proposed so that Formosa can defend itself as 
Formosa. There is nothing said in this proposal as to whether or 
not this program of putting Formosa in a position where it can de- 
fend itself is, in effect, an abandonment of the mainland of China to 
the Communist organization and the Communist Government. I 
take it, one of the reasons we are interested in Formosa is because of 
its strategic location and the fact that we do not want it to fall into 
hostile hands. But it seems to me that if our interest in Formosa and 
the Nationalist Chinese Government extends only to the territory of 
Formosa, that carries with it automatically, whether we admit it or 
not, and abandonment of the mainland of China to the Communist 
organization, 

Do you care to comment on that ? 

General Brapitry. Yes, I do. I do not think that is implied at all. 
You have organized forces on Formosa to which you can furnish 
military aid openly. You do not have such Nationalist forces in 
China to whom aid can be furnished in a similar manner. 

Senator Hickennoorrer. Well, I think I could agree with a sub 
stantial amount of that. I think there are forces on the mainland of 
China that we could furnish aid to. They may be guerrilla or other 


types of forces, but probably if we wanted to we could vet some aid 
tothem. [Deleted.] 

General Braptey. I think we would have a hard time coming up 
here defending funds for equipping Nationalist forces om the main- 
land of China. [Deleted.]| You may want to help them but you 
certainly would not help them through a bill of this nature. 


POSSIPLE OUTCOMES OF THE CHINESE SITUATION 


Senator Hicken.ooper. Well, that may be true, and vet I presume 
that Chiang Kai-shek’s government, the Nationalist Government of 
China, on Formosa, is a government we recognize. 

It might be perfectly feasible to furnish equipment and supplies to 
the Nationalist Government of China on Formosa, and if they want 
to furnish some to the folks who want to disrupt things on the main- 
land, that would be their business as a government. 

I am perfectly willing to agree that there would be great difficulties 
if we, asa nation, attempted to land and furnish supplies on the main- 
land of China under our own power, but the solution of the mainland 
of China is going to be one of two things, or one of three, perhaps; 
either an unresolved revolutionary turmoil on the mainland of China, 
or the complete consolidation of the mainland under the Communists, 
or a reestablishment of the Nationalist Government. Probably one 
of those three things is either happening or going to happen, and at 
the present time it looks like the Communists are dominant and there 
is nothing to deter them from going on and organizing the whole 
continent. 
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Senator McManony, Isn’t there a fourth hope, Senator, that there 

may be some other new force that will come up in China, a revolu- 
tionary force ? 

Senator HickenLoorrr. Well, I said a revolution will occur in China 
or the Communists will organize it, or the Nationalist Chinese Govern- 
ment. At the present time I think revolution could connote or include 
a new revolutionary force that might do that, but that would come 
under the term of revolution under the existing situation. | Deleted. | 

Senator KNowLanp. Would the Senator yield there / 

Senator HickeNLoorer. Yes, sir. 

(Discussion was continued off the record. ) 


COMMUNIST PRISONER OF WAR CAMPS 


Senator KNow.anp. This is a little off the subject, but not entirely 
so. Other Members of the Congress may have received this; but I have 
received a letter from an American soldier who is a POW in a POW 

camp of the Communist Chinese. They are apparently doing quite 
an indoctrinating job on these men. I will turn it over to you for 
such use as you may care to make of it. 

Senator HickENLooper. What, generally, does he say? 

Senator KNowLanp. Appare anthy they have been giving him an in- 
doctrinating job that the C hinese Communists should be admitted 
into the United Nations and we should stop fighting them in Korea, 
and so forth and so on. Whether it was made under duress or other- 
wise, of course, we have no way of knowing, because of usual Com- 
munist technique. 

The only interesting thing to me about it, I have seen letters that 
they have written to parents and so on, and I had not seen one that 
they had addressed to a Member of Congress or Senator before. I 
thought 1 would pass it on. 

General Braptey. I would say the fact that they have permitted 
him to get it out is part of the game. 

Senator Hickenvoorver. I think that is all. Thank you, General. 

The CrarrMan. Are there any other questions ¢ 

We thank you very much, General. 

Have you anything to summarize ? 

General Brap.ry. “No. sir. 

Senator McManon. You got good news from Korea this morning. 

General Brapiey. Yes; they have agreed to renew the talks. 

Senator Hickentoorer. What guaranties did they give about not 
marching soldiers past the place ¢ 

General Braptey. No more guaranty th: an they have given hereto- 
fore, but you noticed in General Ridgw ay’s statement he added that 
any further breach of that would be considered as a move to break off 
the conferences. I think that is a condition which will make them 
hesitate very much to try to get away with it again. 

(Discussion was continued off the record.) 

Senator KnowLanp. What time are we meeting this afternoon ? 

The Cuatrman. At 2:30 

Senator KNowLanp. Who are the witnesses ? 

The Cuamrman. The Senators who want to appear with regard to 
Israel aid. 
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ed becomes operative and we have trained reserves that can be called 
in quickly. I should think we could quite materially reduce the size 
of our active standing forces then. 


FORMOSA IN POSITION TO DEFEND ITSELF 


Senator Hickrn Looper. (Delted). You have said that military 
aid to Formosa is proposed so that Formosa can defend itself as 
Formosa. There is nothing said in this proposal as to whether or 
not this program of putting Formosa in a position where it can de- 
fend itself is, in effect, an abandonment of the mainland of China to 
the Communist organization and the Communist Government. I 
take it, one of the reasons we are interested in Formosa is because of 
its strategic location and the fact that we do not want it to fall into 
hostile hands. But it seems to me that if our interest in Formosa and 
the Nationalist Chinese Government extends only to the territory of 
Formosa, that carries with it automatically, whether we admit it or 
not, and abandonment of the mainland of China to the Communist 
organization. 

Do you care to comment on that ? 

General Braptry. Yes, I do. I do not think that is implied at all. 
You have organized forces on Formosa to which you can furnish 
military aid openly. You do not have such Nationalist forces in 
China to whom aid can be furnished in a similar manner. 

Senator Hicken Loorrer. Well, I think I could agree with a sub- 
stantial amount of that. I think there are forces on the mainland of 
China that we could furnish aid to. They may be guerrilla or other 


types of forces, but probably if we wanted to we could get some aid 
tothem. [ Deleted. ] 

General Braptey. I think we would have a hard time coming up 
here defending funds for equipping Nationalist forces on the main- 
land of China. |Deleted.] You may want to help them but you 
certainly would not help them through a bill of this nature. 


POSSIPLE OUTCOMES OF THE CHINESE SITUATION 


Senator Hickentoorrer. Well, that may be true, and yet I presume 
that Chiang Kai-shek’s government, the Nationalist Government of 
China, on Formosa, is a government we recognize. 

It might be perfectly feasible to furnish equipment and supphes to 
the Nationalist Government of China on Formosa, and tf they want 
to furnish some to the folks who want to disrupt things on the main- 
land, that would be their business as a government. 

I am perfectly willing to agree that there would be great difficulties 
if we, as a nation, attempted to land and furnish supplies on the main- 
land of China under our own power, but the solution of the mainland 
of China is going to be one of two things, or one of three, perhaps; 
either an unresolved revolutionary turmoil on the mainland of China, 
or the complete consolidation of the mainland under the Communists, 
or a reestablishment of the Nationalist Government. Probably one 
of those three things is either happening or going to happen, and at 
the present time it looks like the Communists are dominant and there 
is nothing to deter them from going on and organizing the whole 
continent. 
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Senator McManon. Isn’t there a fourth hope, Senator, that there 
may be some other new force that will come up in China, a revolu- 
tionary force? 

Senator Hicken Looper. Well, I said a revolution will occur in China 
or the Communists will organize it, or the Nationalist Chinese Govern- 
ment. At the present time I think revolution could connote or include 
a new revolutionary force that might do that, but that would come 
under the term of revolution under the existing situation. | Deleted. | 

Senator KNowLanp. Would the Senator yield there ¢ 

Senator HickeNnLoorrr. Yes, sir. 

(Discussion was continued off the record. ) 


COMMUNIST PRISONER OF WAR CAMPS 


Senator Know.anp. This is a little off the subject, but not entirely 
so. Other Members of the Congress may have received this; but I have 
received a letter from an American soldier who is a POW in a POW 

camp of the Communist Chinese. They are apparently doing quite 
an indoctrinating job on these men. I will turn it over to you for 
such use as you may care to make of it. 

Senator Hic KENLOOPER. What, generis ally, does he s ay ¢ 

Senator KNOwWLAND. Apparently they have been giving him an in- 
doctrinating oe that the Chinese Communists should be admitted 
into the United Nations and we should stop fighting them in Korea, 
and so forth and soon. Whether it was made under duress or other- 
wise, of course, we have no way of knowing, because of usual Com- 
munist technique. 

The only interesting thing to me about it, IT have seen letters that 
they have written to parents and so on, and I had not seen one that 
they had addressed to a Member of Congress or Senator before. I 
thought I would pass it on. 

General Braptey. I would say the fact that they have permitted 
him to get it out is part of the game. 

Senator Hickenvoorver. I think that is all. Thank you, General. 

The Cuatrman. Are there any other questions? 

We thank you very much, General. 

Have you anything to summarize ? 

General Brap.ery. “No. sir. 

Senator McManon. You got good news from Korea this morning. 

General Brapiey. Yes; they have agreed to renew the ti alks. 

Senator Hickentoorer. What guaranties did they give about not 
marching soldiers past the place ? 

General Braptey. No more guaranty than they have given hereto- 
fore, but you noticed in General] Ridgway’ s statement he added that 
any further breach of that would be considered as a move to break off 
the conferences. I think that is a condition which will make them 
hesitate ve ry muc ‘h to try to get away with it again. 

(Discussion was continued off the record.) 

Senator KNow.anp. What time are we meeting this afternoon? 

The Cuatrman. At 2:30. 

Senator KNowLanp. Who are the witnesses ? 

The Cuamman. The Senators who want to appear with regard to 
Israel aid. 
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LETTER RELATIVE TO ALLEGED IMPORT DUTIES 


Dr. Witcox. May I say before the committee recesses that we have 
the letter which Mr. Coolidge referred to earlier relating to the ques- 
tion of import duties being charged on equipment sent to France. 

The Crarrman. Do you want to hear it? 

Senator Knowianp. Yes, I think it might be well to clarify the 
point. 

The CHatrman. Read it clearly, and get over there where people 
can see you. 

Is this the statement to which you referred this morning ? 

Mr. Coo.iper. This is the statement to which I referred this morn- 
ing; yes sir. 


My DEAR SENATOR CONNALLY: During the July 26 session of your committee's 
hearings on the proposed mutual security program, Senator Hickenlooper asked 
Secretary Acheson about certain reports to the effect that the French are charg- 
ing us import duties, exactions or fees on equipment which the United States 
Government is sending to France in connection with the mutual security pro- 
gram. Secretary Acheson has asked me to look into this matter and report to 
the committee. 

The Department of State knows of no instance In which customs duties or 
other taxes or fees have been levied either on MDAP shipments to France or 
on equipment imported into metropolitan France for the construction of bases. 
Attention is directed to the first paragraph of annex C of the Mutual Defense 
Assisiance Agreement between the United States and France as signed and 
released on January 27, 1950. This paragraph reads as follows: 

“The representatives of the Government of the Republic of France have ad- 
vised the representatives of the Government of the United States of America 
that the Government of France has decided to authorize in the application of 
article 189 of the Customs Code of the Republic of France the importation free 
of duty and taxes of equipment and materials which may in the future be im- 
ported into France under the Mutual Defense Assistance Agreement. This 
exemption from customs duties and internal taxation upon the importation of 
such equipment and materials shall relate only to deliveries effected to the Gov- 
ernment of France by the Government of the United States of America, of grant 
aid furnished under the above-mentioned agreement.” 

With regard to the information that appeared in the press on June 9, 1951, 
to the effect that, when General Bradley was in Paris, he was alleged to have 
complained that France is exacting duties on equipment being imported to France 
to construct American bases, the Department of State and the Department of 
Defense at that time pointed out that the reports of General Bradley’s remarks 
were without foundation. The Departments added that in no case did the United 
States Government envisage paying duty on base equipment and that these 
views are known to the French. 

It is possible that the reports to which Senator Hickenlooper alluded had 
reference to Morocco. On the hypothesis that this may be the case, I am enclos- 
ing a separate secret statement on this subject, which may be made available to 
all members of the committee but which I will ask you not to make public for 
security reasons. 

I trust the information submitted herewith will prove satisfactory to Senator 
Hickenlooper and the committee. 

Sincerely yours. 


Senator Hickentoorer. Mr. Chairman, may I ask Mr. Coolidge 
this question, then? I notice your reference to metropolitan France, 
which I had noted down. I was going to ask you about Morocco, but 
you have already referred to Morocco, so we will go to that in a 
moment. 

Is the American Government, or American private business—— 

The Cuatrman. General Bradley, is there anything else you want 
tosubmit 4 
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General Brapiey. I would like to make a statement with reference 
to this and get it on the record. This spoke of the reports of my 
statement. I want to make it plain that I did not say that at all. 

Mr. Coouiper. I think that is clear from the record. 

General Brapiey. I wanted to make sure it was plain that I did 
not say that. 

The Cuatrman. The reason I asked you, I knew you were so busy, 
and I thought you probably w: anted to leave. 

Senator Smiru of New Jersey. Thank you, General. 


NO CHARGES ON EQUIPMENT IMPORTED IN EUROPE FOR UNITED STATES 
FORCES 


Senator HickeNLoorer. I wanted to ask you this question, Mr. 
Coolidge: Are American citizens, or is the American Government in 
any Way, shape, or form, paying any taxes, exactions, fees, or charges 
on materials which we import into France, either for our own construc 
tion or the French Government, or anything else that contributes 
directly to the military effort in France under any guise whatsoever / 

I am not talking about wages that we must pay on hauling the ma- 
terial or anything else, but I am just interested in whether or not, 
unde ‘ whatever guise or description or terms may i used, we are, in 

fact, being charged any superimposed fees of any kind on the mate- 
rials which we are furnishing for the military eflort in France. 

Mr. Cooter. In other words, what bothers you, Senator, is this 
phrase— 
shall relate only to deliveries effected to the Government of France by the Gov- 
ernment of the United States. 

Senator Hickenvoorer. 1 am bothered by the meticulous techni- 
cality of the terms which you use in that letter, and L wonder whether 
there are any others not included. 

Mr. Cootiper. Do you know of any ? 

Mr. O'Hara. I do not know of any. 

The CuatrmMan. I thought he covered France. 

Senator Hickentoorrer. He said “on certain specific categories.” 
I wanted to find out whether there were any categories not mentioned 
in the letter. 

Mr. Coouiner. I know of none, and Mr. O'Hara who is here and 
familiar with the fees of the Department of Defense, says there are no 
duties on anything paid for by the Department of Defense. 

Senator HickenLoorer. And nothing in the nature of duties or fees 
or taxes ¢ 

Mr. O'Hara. Nothing on any equipment imported for the use of 
United States forces or the basic furnishings and household goods of 
American personnel. There are duties imposed on those things which 
American personnel may import which are not part of their house- 
hold goods, private importations and luxury items, and things of that 
kind. 

Senator Hicken.oorer. Now, let me ask you this: Are we paying 
any royalties, patent fees, or any other charges to any country or to 
the Nationals of any country on military equipment? I will use onl) 
one by way of illustration: the claim that we are required to pay 
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royalty fees on certain jet patents on engines we are making for the 
British, for instance, that they are charging us patent royalties on 
those things when we are turning them over to them for the joint 
war effort. 

Are we paying any fees or exactions or charges or anything of that 
kind on any equipment of that sort which we are making for the com- 
mon defense effort in Europe? 

Mr. Coorrpér. 1 cannot answer that. 

Mr. O'Hara. On the jet engines, sir 

Senator HickenLoorer. I use that only as an illustration. 

Mr. O'Hara. We are making jet engines for American aircraft in 
American factories from British design. On those the United States 
manufacturer does, in some instances, pay a license fee to the British 
private firm which is owner of that patent. 

Senator Hickentooper. And the British owner of that patent is 
entirely the British Government, is it not ¢ 

Mr. O'Hara. There are no fees of any kind that are paid on any 
material that the Defense Department is producing for the MDAP. 


FEES PAID ON JETS PRODUCED IN UNITED STATES 


Senator Hickennoorer. But on the jets that we produce for our 
own defense we are paying the license or royalties or something in 
effect, to the British Government, since I understand the British Gov- 
ernment owns all the stock in this jet business. Is that true? 

Mr. O’Hara. There are two jet engines which are being manufac- 
tured here on which such a license fee is being paid, to my knowledge. 

Senator Hicken Loorer. Inasmuch as the British Government owns, 
as I am informed, at least substantially all, if not all of the stock in 
this one company, it would seem that the waiver of these royalty fees 
would at least be something the British could contribute to the mutual 
defense effort, because our defense in this country is a great contribu- 
tion to the mutual abilities of these countries to defend themselves. 

Now, to your knowledge, are we paying any other fees or charges or 
royalties on any other equipment which is owned abroad and which 
is going either into our own local armament, or the armament of the 
NATO countries, or any other countries which we assist / 

Mr. O'Hara. The Department of Defense has no knowledge of any 
duties or taxes that have been paid on its operation. We investigated 
that in response to a question from the ropriations Committee. 

Senator HickENnLoorer. Do you rec al oe much we are paying by 
way of fees for each engine that we make under those jet patents / 

Mr. O'Hara. I do not, sir, but I can get that for you. 

(The information is as follows :) 

The Department of Defense has contracts with Wright Aeronautic Corp. for 
production of the Sapphire jet engine owned by Armstrong-Siddely, Ltd., on 
which a royalty agreement has been executed between the United States manu 
facturer and the British patent owner. Similarly, the Glenn L. Martin Co. has 
a royalty contract with the English Electric Co., owners of patents on the Can 
berra aircraft, and the Pratt & Whitney Manufacturing Co. has a royalty con 
tract with Rolls Royce of England on the “Nene” jet engine. The United States 
Government is not paying directly or indirectly for any patents which are the 
property of the British Government. 


The payment is not made to the British Government; it is made by 
a United States manufacturer to an owner of a patent in execution 
of a contract. 
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Senator Hickenwoorer. It is my information that—whether I am 
right or not, I do not know—all the same, they have a corporation 
set-up which now owns the patents, and which operates this Sisiaien, 
but that corporation stock is all owned by the British Government; 
so it isthe same animal with a little different skin on it. 

Now, | would be glad to hear about Morocco. 

Senator Smrru of New Jersey. May I just ask one more question ? 


MAINTENANCE CHARGE FOR UNITED STATES SOLDIERS STATIONED IN 
ENGLAND 


Senator HickenLoorrer. Yes, indeed. 

Senator Smiru of New Jersey. What is that information that we 
had about the charge that the British make for all our soldiers in 
Brit: iin at the present time in connection with the N ATO effort / 

7. hey ¢ harge so much a vear for something. 

Mr. oO "Har As There is a maintenance charge called a utilities charge, 
which is, in British terminology, a little different from what we call 
utilities. It includes their expenses of repair and maintenance of 
buildings occuped for quarters and other purposes by Americans, the 
cost of utilities furnished-—water, hight, heat: the coal that is used 
in messes and in heating barracks. 

Senator KNowLanp. Is that paid im dollars / 

Mr. O'Hara. We pay 344 pounds a year per man. We pay it in 
pounds 

Senator KxNow.Lanp. Why should they not be taken out of the 
counterpart funds ¢ 

Mr. O'Hara. We pay in pounds which we get through a United 
State Tre: aSury depository. We provide the ‘Treasury depository 
with a check dr: awh On ap propriated dollars to procure the pounds 
necessary to make these payments. 

Senator Know.anp. 1 would like to get a specific statement as to 
the actual transaction, whether the Treasury, in turn, is putting ad- 
ditional dollars over there, or whether the Treasury is merely liqui- 
dating pounds which they have, which makes it an inter American 
transaction, So to s pea k, or whether we are actually having to 
purchase Pp Mounds Crom the British Government. 

Could you supply that information ‘ 

Mr. O "HI RA. I will try to supply that information for the record. 
{ do not have it now. 

(The information is as follows:) 

The Treasury Departtent now has no balances of sterling currency. Pounds 
required for payment in the United Kingdom for maintenance of United States 
forces are procured by the sale of dollar checks drawn on the United States 


Treasury to British banks which are designated as United States Treasury 
depositories. 


Senator Knownanp. It would seem to me that that type of charge, 
if not carried by the British Government themselves, as their contri- 
bution to this common effort, in view of our very heavy burden, 
might, at the very least, come out of ECA counterpart funds so that 
we are not required to put up additional dollars. 

Senator Smrru of New Jersey. That is all. 
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MOROCCAN SITUATION 


Senator HickeN.oorer. I would be interested in the Morocean sit- 
uation. | Deleted. | 

The CuarrMan. Is that all of the Moroccan matter, Mr. Coolidge ? 

Mr. Cootiper. Yes, sir: that is all. 

The Cnamman. I have here, and I want to lay it before the com- 
mittee, a communication from the Department of State, from Mr. 
Coolidge. This is a breakdown of the military and the economie with 
reference to each country, by title. It is highly secret, but it will be 
left here with the committee, and any member of the committee who 
wants to see it and examine it is at libe ‘ty to do so. 

Mr. Coonipér. There are extra copies, Mr. Chairman. 

The Cuarrman. You had better leave several of those copies here 
with us, Mr. Coolidge, if you have plenty. It will be available here if 
anyone wahts to see it. 

Is there any other matter any member wants to submit? This 
afternoon we propose to have Senators Taft, Douglas, and Aiken, who 
want to testify about matters that they want to put in the bill. Sena- 
tors Taft and Douglas want to speak on behalf of Israel. They want 
to give them some more money. 

Senator Loper. Let me say, Mr. Chairman, that I am always in 
favor of giving every Senator a chance to say anything he wants to 
before any committee on any subject. But [am not in favor of open- 
ing up the hearings on the St. Lawrence seaway in connection with this 
bill, so I do not want to hear both sides of the St. Lawrence seaw ay or 
all three sides of the St. Lawrence seaway in connection with this bill. 


The Caiman. There is nothing in the bill about the St. Lawrence 
seaway. 

Senator Loner. Not a thing in the world, and if there is a good way 
to tie an albatross around the neck of this bill, it is to attach the St. 
Lawrence seaway to it, and I am not saying that because of the St. 
Lawrence seaway, necessarily. 

The Cuaimrman. This is the last day that we meet. 


POSSIBILITY OF POOLING THE COUNTERPART 


Senator Hickenvoorrer. Mr. Chairman, I have one thing in mind. 
The American Farm Bureau has developed a paper on what I think 
is a Very interesting field in this matter, that is really receiving some 
consideration. That is the question of the pooling of counterpart to 
give it greater versatility and use in Europe. I have had a copy of 
that paper. It is not very long. It is most interesting, and it raises 
some very interesting possibilities, 

2 Crrarnaram. Heve we author ity to do it without consulting the 
European governments ‘ 

Senator HickrenLoorer. No. I think that it would raise the ques- 
tion of new contracts, or something of that kind. But I think the 
matter has a great deal of merit. Whether I am for it or not, I do not 
know. I have seen the proposal. I notice that they have asked to 
testify here. 

The CHamman. We cut off all the witnesses that had been heard by 
the House. We did not see any use of hearing them again, and re- 
stricted it to these Senators. I am very much for the Farm Bureau; 
I think it is a great institution, but I just hope we use discretion. 
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Senator Hickenwoorer. It is not because of the Farm Bureau, but 
it is because, I think, of a very intelligent paper that they have 
developed. 

Senator Smiru of New Jersey. We asked them to file the statement 
they have. 

Senator Hickentoorer. I have read the statement aun d, personally, 
I would hope to be able to discuss it and its theory with ihe committee 
and with the Department people here. This pooling r of the counter- 
part was mentioned the other day, and one of the State Departiment 
economic fellows said that they had been giving it some very serious 
consideration, indicating that they think that it is not a stupid idea. 
There may be some mechanical difficulties in working it out. 

Senator Smirn of New Jersey. It could only apply to future con 


tracts, of course. It might be in this legislation covering future 
contracts. 

Senator Hickenwoorer. It could be put in this legislation if it is 
practicable. It is feasible; whether it is practical or not is anothe 


thing. I think that it is a very good idea. 
The CHAIRMAN. Senator, it seems to me that we can consid 


matters when we t: ike up the bill to write the ais because thev testified 
in the House and there is a record of that testimony in the House. 


Senator Hick! NLoopER. | am not urging any aati ular procedure, 
but I do suggest that L think it woul | be helpful. if the committee gave 
it consideration in one way or another, hee ‘ause thev have an idea that 
has a lot ¥ merit to it. As I say, it is a perfectly feasible idea. 
Whether it is a pre actical idea or not. would depe - on your opinion 
and how you looked at it. The whole theory that t! have developed 
is that counterpart ought to be pooled and under cire umstances where, 
if one country does not need all of its counte rpart as badly as some 
other country that is short, we should have some versatility im putting 
this counterpart in other countries where they cann¢ evelop their 
own counterpart sufficiently. That, roughly, is the idea, and it will 
give us some versatility in trade relationships and the flow of goods 
between these countries, in the developme nt of their manufacturing 
and their markets. 

The Cuatrman. We will take that up when we write the bill. 


PROCEDURAL DISCUSSION 


Senator Lopgr. Mr. Chairman, I would like to renew my hope that 
we could have a meeting tomorrow to discuss procedure, because I 
think this thing can get terribly involved an . complicated and we 
could have a lot of trouble if we are not all agreed on what should 
come first, second, and third. It will be anelii to know tomorrow 
morning, will it not, Dr. Wileox, what the House has done / 

The Cuatrman. A good many Members of the Senate have indi- 
cated that they do not plan to be here tomorrow. They are going 
out of town. Iam ready to come. 

Senator Loner. I just make the suggestion. Of course, if you do 
not want to do it, it is all right. 

The Cuatrrman. The Senate is not in session. A lot of them will 
go home. 

Senator Lover. Senator Wherry just told me the Senate may sit 
tomorrow. I feel we could clear up some points. 
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The CHatrman. I do not object to meeting. 

Senator Smirn of New Jersey. Why don’t we meet with as many 
as we can? 

The Cuarrman,. All right; 10:30 tomorrow morning. 

Senator Hickenvoorrr. Mr, Chairman, there will not be any use 
in meeting if we have a corporal’s guard here and can’t do anything, 
have to have another meeting to go over the whole business. Can we 
have a check to see how many will be here? If we have only five or 
six people out of the two committees heree—— 

The CHarrman. We cannot bring in the folks who are not here. 

Dr. Witcox. We can make a check. 

The Cuarrman. Make a check. 

Senator KNow.anp. Leave it to the discretion of the chairman. 
I do think it would somewhat depend on whether the House gets out 
its bill. 

The Cuarman. They are not going to get it out until tonight.- 

Dr. Wircox. I understand it will be reported out this afternoon. 

(Whereupon, at 12:55 p. m., the hearing was recessed until 2:30 
p.m. of the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:40 p. m., pursuant to the noon 
recess, Senator Connally presiding. 

Present from the Committee on Foreign Relations: Senators Con- 
nally (chairman), George, Green, Gillette, Wiley, Smith of New 
Jersey, and Hickenlooper. 

Present from the Committee on Armed Services: Senators Bridges, 
Saltonstall, and Knowland. 

The CHatrman. Come to order. 

We have the pleasure of having with us two very distinguished 
Senators. 

Senator Lodge wanted to be here when Secretary Aiken appeared. 

Senator Smiru of New Jersey. He will be here later. 

The CHarrMan. Perhaps we should hear from Senator Douglas 
first then. 


STATEMENT OF HON. PAUL H. DOUGLAS, A UNITED STATES 
SENATOR FROM THE STATE OF ILLINOIS 


Senator Dovetas. Thank you, Mr. Chairman, for the privilege of 
appearing. 

I have prepared a statement, copies of which I will have distributed 
to vou. It isa plea for an increased authorization of aid for Israel 
and the Arab countries 

Senator Wixtey. | thought you were the great cutter. 

Senator Dovcias. Yes, sir. I combine both functions, each at its 
appropriate time, I hope. 

Senator Green. Why do you call it the Israel Aid Act of 1951 if it 
is for other nations as well? 

Why, Senator, do you call this bill, S. 1247, the Israel Aid Act of 
1951 ¢ 

Senator Doveias. The appendix of your report on basic data says, 
“Proposed draft of Mutual Security Act of 1951.” I assumed it 
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would be proper to refer to it as the “Mutual Security Act,” or in the 
alternative as the “Mutual Aid Act.” 

Senator Green. I did not make my question clear. I understood 
the act covered simply aid to Israel, and I thought you just stated 
in your opening remarks that it was for other Arab nations. 

Senator Doug as. Strike out the word “other.” Israel and the 
Arab nations are included in my proposal today. 

The proposal I am going to make now is somewhat different from 
that which Senator Taft and T drafted in our bill, S. 1247. In our 
bill we dealt only with aid te Israel. But now what we have before 
us is the consolidated bill, S. 1762, and very frankly we recognize the 
fact that to make added assistance available to Israel without any 
accompanying aid to the Arab countries would stir up opposition and 
ill will in the Near East. 

What I am proposing, therefore, is a consolidated authorization 
both for Israel and the Arab nations in the Near East as a part of the 
omnibus Mutual Security Act, instead of in a separate act. 

Senator Green. Have you a draft of a proposed amendment / 

Senator Doveras. The amendment would be very simple, sir. 
have a proposal that I should like to submit if I may. 

The Cnairman. Proceed. 


ISRAEL’S REQUEST FOR AID 


Senator Dovenias. Mr. Chairman, in March the State of Israel 
submitted a formal request to our Government for a grant-in-aid of 
$150 million to enable it to consolidate its economy, which is strained 
and unbalanced by the gigantic immigration program. 

On April 3, a Taft and I, along with 34 other colleagues, 
submitted a bill, S. 1247, authorizing a grant in that amount. This 
total of 34 saliaaeas included 12 members of the 2 committees now 
considering this legislation. 

In the House identical bills were sponsored by Representative 
John W. McCormack, majority leader, and Representative Joseph W. 
Martin, Jr., minority leader, and were endorsed by 163 Members who 
signed a declaration to that effect. 

The impressive support for this legislation reflects American appre- 
ciation of Israel’s successful struggle for independence and its efforts 
to provide a homeland for the 600,000 refugees who came into the 
state during its first 3 vears. 

Accordingly, it was logical for the administration to include Israel 
in the Mutual Security Program. The friendly relations between 
the United States and Israel are a natural reflection of their mutual 
respect and common devotion to democratic ideals. Thus, there is 
no dispute over the principle that Israel should receive aid from the 
United States. 


AMOUNT OF AID FOR ISRAEL 


On this the administration and Congress appear to be in agreement. 
But there is a serious difference on the amount. 

Many of us have been greatly disappointed by the smallness of the 
sum which the administration would allocate until title IT to Israel 
and to the Near East asa whole. The limited dimensions of assistance 
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envisaged under S. 1762 bear no relationship to the realities of the 
need, the danger, and the opportunities for defense and development in 
that area. As you know, there is a $50,000,000 appropriation under 
section 204 for the Arab refugees, but only $23,500,000 of economic 
aid is projected for Israel and a like amount for the Arab states. 

Senator Satronstatyt. Mr. Chairman, might I ask Senator Doug 
las a very brief question ¢ 

The CHamMan. Yes. 

Senator SavronstauL. Senator Douglas, my question is, title IT, 
section 201, now calls for $415,000,000. 

Senator Doveras. That is for Greece, Turkey, and Persia. 

Senator Savronstaun. This is for 14 countries. 

Now, do I understand that your request is to add $150,000,000 to that 
$415,000,000, which would make that figure in section 201 $565,000,000 
instead of $415,000,000, and you get that $150,000,000 by deducting it 
from the European aid under title T/ 

Senator Dovcias. No, Senator Saltonstall, I do not propose an addi- 
tion to section 201. It isan addition to section 203. 203, according to 
the report on basic data, contains in it not only aid for Africa but 
allocates approximately $47,000,000 for Israel and the Arab states 
to be divided equally. That is to be found on page 27 of the report. 

In addition to that there is section 204, which provides up to $50, 
000,000 for the Arab refugees out of the $125,000,000 authorized i 
section 203. 

Senator Sauronstaut.. Therefore, your figure of adding $150 million 
would be added to $125 million in section 203 / 

Senator Dovenas. Yes. I think the military and economic assist- 


ance is to a certain degree interchangeable, so that part of that could 
be under section 202 as well as under 203. 

Senator Wirry. You do not mean $150 million more; you mean a 
total of $150 million. 


NO INCREASE IN TOTAL AMOUNT 


Senator Dovetas. No; I mean $150 million more for Israel and the 
Arab states, of which $100 million more would go to Israel and $50 
million more to the Arab States to be further deducted from the 
amount provided for Europe. 

Senator Witey. That is on top of what is in 203? 

Senator Dovueras. That is correct. 

Senator Smirn of New Jersey. You are not increasing the total 
amount of the bill; you are tri ansfe ‘rring from title I to title II. 

Senator Doveras. That is correct. I think the whole bill should be 
reduced by $1 bilhen and there should also be a transfer from Fi urope 
to the Near East of $150 million. The transfer of these added funds 
for the Near East and the major part of the over-all reduction of $1 
billion should come out of the funds for Europe. 

Senator SauTonstaun. Section 203 would be increased from $125 
million to $275 million ? 

Senator Doveras. Yes. Or if you do not wish to throw it all in 

. lump, you could handle some of that under section 202. Or you 
fokeea even meet it partially under section 204 by allotting $50 million 
to the Arab refugees as the bill now does, and providing another 
$50 million for Jewish immigrants or refugees into Israel. 
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AMOUNT INCREASED FOR ISRAEL AND ARAB STATES 


Senator SavronstaLut. That is now divided among 14 countries. 
Would you continue to divide it among 14 countries or would you 
concentrate that ? 

Senator Dovcias. The increased sums I am proposing would be 
for Israel and the Arab countries. 

Senator SaLTonsTaLL. You would concentrate that new money in 
the Israel and Arab countries and it is not concerned with the other 
countries ¢ 

Senator Doveras. The other countries would be primarily Africa, 
and the amount of aid to be given in Africa would be, I should think, 
conjectural. 

Senator Witry. How can you justify $150 million taken right out 
of Europe? 

Senator Doveias. Because of the need in the Near East and the 
necessity of stopping inflation in our own country. If it is satisfac- 
tory to you, I would like to develop my argument on this point. 

I have advocated retrenchment and economy on every appropria- 
tion bill that has come before us. This authorization measure should 
be no exception. Every program must be reviewed in the light of 
the overriding necessity to halt inflation as well as to prevent waste. 
I believe that without jeopardy we can reduce the $8,500,000,000 
Mutual meres Program by at least one billion. These reduc- 
tions can be effected largely in Europe which, under the adminis- 
tration’s program, would receive an excessive amount in proportion 
to the total. Apart from the over-all reduction, I would strongly 
urge that at least $150 million be transferred from the amount pro- 
posed for economic assistance to Europe and me made available 
for the Near East. I would allocate $100 million additional to 
Israel and $50 million more to the Arab states. The result would 
be a total of $123,500.000 for economic aid for Israel on the one 
hand and $123,500,000 for the Arab states and the Arab refugees 
on the other. 

Europe has been receiving generous assistance from our country 
for the past 5 years, and its productivity and living standards have 
been raised and its stability enhanced. The Near East is a depressed 
area. It is exposed and extremely vulnerable to attack, and is the scene 
of mounting tensions. It is now at last to be brought into our system 
of defense planning. I hope our efforts are not too late. They should 
not be too little. 

DANGER IN NEAR EAST 


Our preoccupation with Europe and the Far East may cause us to 
ignore the peril that now confronts Europe’s soft underfl: a Indeed, 
if we concentrate our assistance to the countries of Western Europe, 
we cause the Near East to grow relatively weaker and we virtually 
invite the Soviet Union to strike that area with its strategic oil sup- 
plies and geographic advantages. Here is a vacuum which appears 
to have been last on the agenda of our military strategists and plan- 
ners, but which may actually be next on the program of Soviet 
expansion. 

These are other reasons why this is a likely target for Soviet attack. 
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The Arab Near East is internally weak. The great masses of Arabs 
live on the barest subsistence standards. They lack adequate health 
facilities, educational opportunities, and political institutions to give 
any reasonable expression to their legitimate aspirations. The gov- 
ernments in these countries change, not by elections but by assassina- 
tions. The political liberation they have achieved in the last score of 
years has not brought about economic emancipation. Thus the entire 
area is not only exposed to external military attack; it is vulnerable 
to subversion by Communists and others from within. 


GREATER EMPHASIS ON NEAR EAST 


We have talked bravely and boldly about helping underdeveloped 
areas. This was projected in a program which proposed to lift the 
great masses of people from poverty and economic serfdom by tech- 
nical assistance and foreign aid. But when it comes to implementing 
our declarations, we pour billions into the most highly developed 
countries of the world, England, France, Italy, and the rest of E urope. 
Yet for the Near East we have here, in comparison with the total pro- 
gram, an amount calculated to win, not appreciation and esteem but 
skepticism and cynicism. We must not build high steel walls in 
Europe and little parapets of sand in the Near East. 

We must do all we can to help resettle the Arab refugees and to 
enable the Arab countries to participate in the resettlement projects. 
It is to carry out this program that I am urging not only that you 
approve the $50 million now proposed for the Arab refugees as set 
forth in section 204, but that you make available an additional 350 
million to the Arab states, bringing the over-: all total of economic aid 
for the Arab states and Arab refugees to $123,500,000. This is apart 
from their share of the proposed $41,500,000 in military assistance 
available under section 2 . of S. 1762 

While others are better prepared than I to analyze the great needs 
which would justify such an addition to the assistance for the Arab 
states, it must be clear to all that our relationships with these peoples 
will be bettered by a rough parity of assistance with Israel. The au- 
thorization naturally would not have to be used if constructive plans 
are not developed in those countries to the same degree as in Israel. 

I also urge you to add $100 million to the $23,500,000 now allocated 
for Israel, bringing the total of economic aid to that state to $123,- 
500,000. With the amount proposed for military assistance—close to 
$21 million—this would bring Israel close to the $150 million which 
Senator Taft and I and others originally requested. I make this pro- 
posal, first because of Israel’s tremendous needs and, second, because 
the free world needs Israel. 


ISRAEL'S NEEDS 


Israel’s needs arise almost exclusively out of an immigration pro- 
gram never before paralleled in recorded history. In the first 3 vears 
this state absorbed 600,000 immigrants—almost all of them completely 
destitute. The Jewish population wes doubled. This was en average 
vearly increase of population through immigration of approximately 
35 percent a year. 
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When we consider that in the period of our greatest influx, 1900-1910, 
our rate of growth through immigration was only about 11% percent 
a year, we can see how staggering has been the problem of absorbing 
this population. 

This, moreover, had to be done at the same time that they were start- 
ing their government and warding off attacks from outside. The 
cost of resettling these immigrants is, on the average, approximately 
$2,500 a person. This includes housing, land, tools, industrial equip- 
ment and buildings, civic facilities such as water, light, power, streets, 
sewerage, and so forth. The average of $2,500 is low for, in the 
United States, the minimum would be, according to our figures, about 
$6,000. If we use the $2,500 per capita figure, the total cost of im- 
migration resettlement would be about $1,500,000,000 for the first 
3 years. That sum far exceeded the resources cf the 600,000 Jews 
who were in Israel at the time the state was born. 

To help meet these huge economic burdens, the state has imposed 
heavy taxes and a most rigid austerity program. It used up its 
sterling balances. It received generous help from Jews abroad. It 
borrowed from the Export-Import Bank. The dedication of its 
resources to constructive purposes is shown by the fact that invest- 
ment outlays were 28 percent of the $700,000,000 national income in 
1949, and 32 percent of the $900,000,000 national income in 1950. But 
all this was totally inadequate to pay for the commodities and the 

capital goods it had to import to feed and clothe these 600,000 immi- 
grants and to put them to work on farms and in factories. At the 
end of the 3-year period, about 150,000 men, women, and children 
were still in some kind of transient or work camps, crudely housed 
in huts and tents and only partly productive. 


IMMIGRATION PROBLEM IN ISRAEFI 


Where did the 600,000 immigrants come from / 

About 150,000 came from the DP camps in Germany, Austria, and 
Italy. This was the little remnant of the Europeay Jews who sur- 
vived Hitler’s death factories and who had been maintained at the 
expense of the American taxpayer in DP camps. Israel relieved the 
United States Treasury of that burden. 

More than 300,000 came from Arab and Moslem countries. Whole 
communities of Jews have been transported from Yemen, Iraq, and 
north Africa in a modern miracle which brought back to their ancient 
home the descendants of the Jews who were exiled to Babylon, Persia, 
and Yemen in Biblical times. 

The remainder are largely middle-class Jews from eastern Europe 
who went through two hells—Nazi persecution and then Communist 
expropriation—and who have succeeded in emigrating from behind 
the iron curtain, escaping from the satellite countries of Bulgaria, 
Rumania, Czechoslovakia, and Poland. 

It must be stressed that. if Israel had not undertaken to meet this 
Vast migration, it probably would not have needed to come to us 
for help. But Israel has to cope not only with the economic disloca- 
tion of the past influx. The immigration is continuing and nothing 
can stop it. 

At least another 600,000 are expected to emigrate from their present 
locations in the next 3 years under some degree of compulsion, and a 
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large degree, I should say. These immigrants are coming from Mos- 
lem countries, Eastern Europe and north Africa. It is becoming more 
«nd more impossible for Jews to live in Moslem countries. Thus the 
whole Jewish population in Iraq, where they have lived not only for 
centuries, but for thousands of years, is being evacuated during this 
spring and summer. The coming of these 600,000 additional immi- 
grants will mean that Israel will have tripled its population in the 
space of 6 years. I think there has been no task of similar propor- 
tions undertaken by any né ition in modern times. 

It is estimated that the next 3-year program will cost another billion 

and one-half dollars. The “fat i are continuing their program of 


austerity and rationing. They are taxing themselves heavily to help 


take care of the newcomers. 


They will borrow large sums and go deeply into debt, obligating 
themselves and their posterity. They hope to raise $500 million in 
the next 3 years by the sale of Israel bonds to pr ivate ‘citizens in our 
country. They hope to increase private investments, and they have 
a most liberal foreign investment law to encourage the foreign capital 
which has been coming into the country. They hope that American 
Jews will continue their generosity. But, with all these sources, 
they cannot possibly meet their obligations. They cannot settle their 
incoming immigrants and balance their trade deficit which, so long 
as it isa new country and such a volume of immigration persists, must 
inevitably continue to be adverse. We must not forget that our own 
country was a debtor nation until World War I—prac tically during 
the entire period it was receiving large groups of immigrants from 
abroad. Virtually every new country which is expanding has to 
yet a portion of its annual investments of capital from abroad and 
hence has inevitably an excess of imports over exports. 

Under the circumstances Israel is compelled to turn to us for as- 
sistance. But it comes with a record of having exhausted every re- 
source and expended every effort before turning to outside aid. 


ISRAEL’S IMPORTANCE TO THE UNITED STATES 


Now, I think that we should help this country, not merely because 
it needs us. I think we also need it. It is an asset to the free world. 
Israel has been growing at a feverish pace. The quantitative agricul- 
tural output has risen about 70 percent in 3 years. The country is 
attempting to achieve agricultural self-sufficiency. One index of in- 
dustrial growth is a 97-percent increase in the consumption of electric 
power. Comparatively poor in natural resources, although the coun- 
try may have untapped oil and mineral resources, Israel’s greatest 
asset is its expanding labor force, much of it skilled and trained. 
American investors have begun to put their money into the pioneering 
country. Plants are being established by General Tire & Rubber 
Co. of Akron, Kaiser-Frazer (the first Israel-asembled automobiles 
were exported to Finland last month), the General Shoe Corp., the 
Hudson Paper Co., the Dayton Tire Co., and many others, includ- 
ing steel and machine tool industries. 

In the Second World War, when the Jewish population was only 
about 600,000, Israel produced more than $100 million worth of goods 
for the Allied cause, including land mines, machine-gun parts, cable, 
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batteries, wire, pharmaceuticals and many other essential items. 
Today, the industrial plant has doubled and has become extremely 
diversified. There are steel fabrication plants, machine shops, a pre- 
cision engineering plant for industrial production, founderies, cast- 
ing plants. There are steadily expanding building, fertilizer, chemi- 
cals and pharmaceutical industries. Finally, Israel can produce much 
of its own armaments. 

Our own defense planners have become increasingly conscious of 
the strength and value of Israel’s military forces. 

Prior to the action of the Arab states, both our State Department 
and our generals did not have a very high opinion of the military 
resources of Israel. 1 do not wish to stir up a row with the State 
Department, but certainly at that period the State Department was, 
on the whole, anti-Israel and pro-British and pro-Ar: rb. It was per- 
haps pro-Arab because it was pro-British. However, as the hostili- 
ties occurred, the combat etfectiveness of the Jewish troops was 
demonstrated. 

Israel has compulsory military service. Every man and woman 
must serve for 2 years in military and agricultural training. The 
total military force is estimated in excess of 200,000, an extraordi- 
narily high figure resulting basically from the fact that a very large 
proportion of the country’s people were in the original Israeli army 
that repelled the five invading Arab armies and secured Israel’s inde- 
pendence. It is an army second only to Turkey in that area. 
ORIENTATION OF ISRAEL 
Here, then, is a sturdy, dynamic country, growing increasingly 
strong In a strategic area in the world. Its people have demonstrated 
their readiness to fight for independence. It is a people of skill who 
can contribute enormously to the battle of supply. It is a people of 
moderation and st: ability. as demonstrated by two national elections 
at which it rejected, by overwhe Iming votes, the forces of the extrem 
right and the extreme left. The Communist Party had but 3.9 per 
cent of the vote in the last election. The Mapam Party got 12 percent. 
The vote of the parties partial to the east therefore was 15 percent. 
Those in favor of a foreign policy based on alliance with the west 
have 85 percent, and that, on the whole, indicates where the orienta 
tion of the new state lies. 

If the Near East is weak, exposed, and vulnerable, we may count 
ourselves fortunate that in the sea of uncertainty there is a serene and 
secure island which offers anchorage to the forces of the west. 

The Israeli Army, plus that of Turkey and Greece, can offer effec- 
tive resistance to any Russian attempt to conquer the Middle East. 
Some treaty of mutual assistance for the area is probably highly de- 
sirable, but. it is necessary to have sound foundations upon which to 
build. Greece and Turkey could not have been made into sound allies 
had they been permitted to collapse. Neither can Israel. Since 
Israel has compulsory military service, its armed strength will grow 
in almost the same proportion as its population. 

I do not believe that we should throw our dollars away. I want 
to use them where they will do the most good for America. T have 
read the statement of Mr. Sidney Sherwood, secretary of the Export 
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Import Bank of Washington, who said in Philadelphia last February 
20: 

The Export-Import Bank, with $3 billion in outstanding loans or undisbursed 
commitments in cover 40 countries, has few borrowers who have used their loan 
dollars more wisely or meticulously than has Israel. 

I would like to see our dollars go where they will be put to work. 
I can think of no place where our dollars will work and fight more 
forcefully for democracy than in this little country where there is 
a feverish effort to make good the time lost in 2.000 wasted years of 
dispersion and exile. 

Thank you, Mr. Chairman. 

The CuarrMan. Are there any questions / 

Senator Green. I have some questions. 

The CuarrMan. Senator Green. 


BASIS FOR INCREASING AID TO.ISRAEL 


Senator Green. Without voicing any opposition to this, 1 would 
like to ask how it is to be justified giving these 14 Arab nations just 
only so much as you give to Israel alone. 

Senator Doug as. Because on a population basis you mean the 
Arabs are much more numerous / 

Senator Green. Israel has a population of as much as the 14 Arab 
States ¢ 


Senator Dove as. No, I was merely trying to complete your argu- 
ment. 
Senator Green. I am not presenting an argument. I am asking 


for your argument. 

Senator Dovetas. I will say this: You can be certain that Israel 
will put the money to productive advantage. Its record in the first 3 
years and its well developed plans for the future give promise of wise 
use of these grants. 

- nator GrEEN. Is that your only justification / 

nator Doveras. No; it is not the only justification. The second is 
the at Israel has a tremendous immigration problem. 

Senator Green. So have the others. 

Senator Doveias. If you will forgive me—I have not traveled i 
the Near East, but I do not think they have an immigration sahind 
of the same magnitude or character. While there are many Arab 
refugees, [ am not aware of other people moving in to the Arab 
states of the Near East. Pakistan may have an immigration problem. 

We are authorizing $50 million in this bill for the Arab refugees. 
That is why I said if yon want to make some of this money available 
in the form of a parallel authorization for the immigrants into Israel 
who are refugees from the Arab countries, that is one way to do it. 
You can do it partially under section 204, instead of merely under 
section 203. 

Senator Green. These other 14 nations include those, one of which 
borders on Soviet Russia, and all of whom offer temptations to inva- 
sion by Soviet Russia for their oil, or other reaosns, and Israel offers 
them no such temptation. 

Senator Dovcias. Yes. Iran borders on Russia and has tempting 
resources. But the bill already takes account of this in section 201 
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by making it eligible along with Greece and Turkey for at least 90 
percent of the $415,000,000 of military assistance authorized there. 
Of course if the distinction is between the Mohammedan states and 
Israel, if you include Turkey, the Mohammedan states will be getting 
very much more. And I am all for building up Turkey. 

Another reason for making a greater per capita allocation to Israel 
than to the Arab States is that, insofar as I know, the Arab States 
have not made any requests for additional funds and they have not 
developed plans to the same degree. They are not as industrialized. 
They are a pastoral people, whereas the Jews are an agricultural and 
industrial people 1 in Palestine. 

Senator Green. I just wanted to get on the record your justification, 


MIGRATION PROBLEM IN NEAR EAS 


Senator DouGias. Also, as I say, here is a country which im the space 
of 6 years will have absorbed 1,200,000 people through immigration 
when its original Jewish populati on was only 600,000. That just 
seems to be one of the most incredible tasks ever thrown upon any 
country. 

Senator Green. The Syrians claim that several hundred thousand 
Svrians were expelled, disappropriated from Israel; their homes were 
taken—not in war, but in peacetime—and with promise of recompense 
and they have never been paid. 

Would part of this money be used for that purpose / 

Senator Doucias. Thad not thought so. 

As a matter of fact, I do not know the balance of credit and debit 
on that exchange of population. But just as in India when vou had 
a separation of the country and the Mohammedans were driven out 
of India and the Hindus were driven out of Pakistan, there was prob- 

ably a great deal of abuse and expropriation on both sides. 

Certainly it is true today that the Jews are being expelled from 
the Arab countries and in a great many of those Arab countries the 


Jews were middle-class traders and very well to do. 


I am informed that in Iraq, the Jews were on the whole a quite 
well-to-do section of the Pa enon They had been there for several 
thousand years. They have been, by this time, packed up and sent 
into Israel, and they took nothing with them. All their property was 
expropriated by the State of Iraq. Therefore, I think there has been 
expropriation on both sides. 

I understand that the Government of Israel has agreed to the prin- 
ciple of compensation for the property left by Arabs formerly resi- 
dent in Israel, and a reciprocal obligation to take care of property 
left by Jewish refugees would seem justified. 

Perh: aps I should not state this as a fact, but it is at least a subject 
for inquiry, that if you balance the accounts you will find that the 
Jews over the Arab world have lost more property than the Arabs lost 
inside of Palestine. 


EQUAL TREATMENT FOR ARABS AND ISRAEI 


Senator Green. The reason I bring up this question is not because 
of antagonism toward Israel, but I agree with you, Senator, that the 
United States making such an appropriation to this country benefits 
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us. However, the feeling of these other 14 countries is not so much 
that they object to aid given to Israel, but they feel that they are 
just as justified in asking for aid as Israel and should receive it, and 
there is that feeling where there is antagonisms between the two and 
that we could be taking sides with Israel against them. 

Senator Dougias. I agree we must take that into account. — I said 
when I started that I thought as a practical matter you would have to 
preserve an approximate equality between Israel on the one hand and 
the Arab States on the other. 

That is why I suggested an additional $50 million for the Arabs. 

Now it is not equality on a per capita basis, I know that. It is a 
much greater figure on a per capita basis for the Jews than for the 
Arabs. I simply submit that their task is greater. And it should 
also be cenaeanaa that Israel’s Army is much more of a military 
asset than armies of the Arab States. The Arab armies have been 
shown to be pretty ineffective except perhaps that of Transjordan, 
and no one knows what will happen to that army now since the assassi- 
nation of their King. 

The Jews have developed, to everyone’s surprise, a tremendously 
effective army. 

Now it is true that army is not committed to defend Iraq against 
invasion or to defend Persia against invasion, but neither is the army 
of Greece or Turkey. 

I only wish we could get a mutual-assistance pact in which we would 
not merely underwrite each country, but they would agree to defend 

ach other. 

Senator Greene. I think that last statement of yours is mistaken, 
Senator. I think that both the armies of Turkey and Greece are in 
such agreements. Both those countries are represented in Korea at 
present. Israel is not. 

Senator Doveias. You know far more about those matters than 
Ido. I just remember the difficulties in the Second World War when 
Greece would not come to the aid of Yugoslavia and Yugoslavia would 
not come to the aid of Greece. ‘Turkey would not move to help either 
and everybody sat on the sidelines. And now, outside of the United 
Nations Charter, I do not know of any mutual defense agreement for 
the Near East comparab le to the Atlantie Pact. 

Senator Greene. Thank you very much. 

The Cuamman. Senator Saltonstall. 

Senator SaLronsrauu. I have just one question, Mr. Chairman. 


GRANTS OR LOANS TO ISRAEL 


Senator Douglas, this bill in which I am a participant with you, 
calls for giving financial aid in the form of grants. 

Now this section 203 in S. 1762 calls for giving aid under the ECA 
Act, which would, I believe, include loans as well as grants. 

Now would you be satisfied to put this additional amount of money, 
if the committee decided to vote it, under the terms of section 203 of 
the act ? 

Senator Dovetas. Yes. I do not know that we could hold out the 
sure prospect of inevitable repayment of any loan because they have 
been floating large quantities of private bonds, and I do not want to 
have it inferred that an additional sum would be repaid. I would 
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say it would be as good a loan as the $3.75 billion loan that we made 
to Great Britain in 1946, but I oar r aaler to have it recognized 
as it is, as a grant. 

The Cuarroan. Is that all, Senator Saltonstall ? 

Senator SALTONSTALL. That is all. 

Senator Dovae.as. any I ask a question on what the committee 
wishes to have me do? Is it understood that these stateme nts are 
purely confidential, or can they be released after they are given ? 

The CHairman. What statements, the one you re rad? 

Senator Doveias. The statement which I have read here. 

I want to be governed by the committee’s wishes. 

The Cuairman. It will be in the record. 

Senator Doveias. That is, you prefer not to have me release this 
to the press. 

The Cuarrman. That is right. 

Senator Dovuguas. Does the committee wish to have me submit other 
material for the record ? 

The Cuatrman. Not that I know of. 





AMENDMENT 





TOS. 1762 








Senator Green. Is there a new draft of this bill? 
had amendments which had been incorporated. 

Senator Dovcias. My proposal is to amend S. 1762 by inserting 
$275 million instead of $125 million in section 203. That is what I 
would suggest. However, it could also be handled—since military 
and economic aid are interchangeable—by a partial increase in sections 
201 and 202, and in section 204 by a parallel provision for the Jewish 
refugees as well as the Arab refugees. 

Senator Green. The whole bill is very short. Do you not think 
you could provide a clean copy so we will know just what we are 
asked to consider ? 

Senator Doveias. Our bill has been superseded by S. 1762.. This 
separate bill for aid to Israel, S. 1247, was merely thrown into the 
hopper to start a discussion. But I understood we certainly would 
not proceed with our bill, and what we are now working on is the 
State Department bill. We will not go ahead with S. 1247, but we 
will go ahead with S. 1762 

The Cuatrman. Are there any other questions of the Senator? 

Senator Doveias. If you wish me to submit a formal amendment, 
I will be very glad todoso. It would be as follows: 

In line 20, on page 5, that “$125 million” be eliminated and that 
“S275 million” be inserted. That will require corresponding changes 
in the European figures on pages 2 and 3, because | did not want to 
increase the total. 

The Crarmman. All right, 


I thought you 


Senator Wiley 










SUPERVISION 





OF AID 


Senator WILry. Senator Douglas, your philosophy of the Near 
East is very intriguing to me. It seems to me that the history of the 
immediate past is that the Arabs and the Jews, every time they could 
get some additional material, they were generally scrapping with each 
other, 
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My first question is if we make this loan to the Arabs is it an out- 
and-out loan to do with as they choose ¢ 

Senator Doveas. I do not think that either one should be an out- 
right grant with no supervision. I think that in each case there 
should be supervision as to the purposes for which the loan or grant 
will be made, either for military or actual constructive purposes and 
how it is to be spent. 

As a matter of fact, the clause in your existing bill at the bottom 
of page 5 applying to Near East and Africa says, “Funds appropri- 
ated pursuant to the section shall be available under applicable pro- 
visions of the Economie Cooperation Act of 1948,” which, of course, 
provides for supervision, 


CUT IN TOTAL AMOUNT OF BILL 


Senator Witey. The second question that I have which has come 
out of what you said was that you suggested that $1,150,000,000 be 
taken from the milit: ary and economic aid under the bill that was 
ussloned to Europe. 

Senator DouGias. Yes, sir 

Senator Witey. How do you arrive at that figure ¢ 

Senator Dovuanas. First. this is how I arrived at the 81 billion cut. 
I think our ra oy eo as submitted by the President are totaled 
now at about S73 billion. eney may rise to 80 billion. I do not 
believe the vield of the existing tax structure will be more than 361 
billion. I, therefore, think we coe a deficit of from 12 to 19 billions 
unless we reduce expenditures and increase taxes. 

Thad not thought that we could ratse taxes by more than the House 
figure of approximately 87 billion, although 1 personally think the 

tuation is far graver than is generally realized and that a still 
larger tax bill is needed. But in fact. all the implic ations in the news- 
papers are that the Senate Finance Committee is going to cut a billion 
dollars off of the House bill. 

However, it would seem to me we should economize by at least $5 
billion. 

When Vou come tO W he re the CCONOMLY ot SD billion should be made, 
| suppose we all have varying ideas. I thought that 82 billion could 
come from the domestic, nonmilit: ary budget ; that S2 billion could 
be taken from the defense budget, and $1 billion from foreign aid. 

if we increase taxes by S7 billion, we get a balanced budget 
uning we do not spe nd more than 73 billions, and we consequently 

“duce that source of inflation. Of course. if we have an 80 billion 
expenditure, the situation will be still more serious. 

\s you know, I have always been a very strong supporter of the 

reign-aid program and at times the Senator from Nebraska has 

ked me over the coals on that point, I think it has been money 
ich on the whole has been well invested. But I think now we have 

s imperative necessity of balancing the budget: and foreign aid 

iust be fitted into the general financial picture, and the reduction of 
~1 billion should be carried out asa part of this drive against inflation. 

Senator Winey. That is again ve ry interesting. 

The point that IT am gettmg at is, did you just arrive at this 
arbitrarily / 

Senator Dovuceras. TI suppose all estimates are somewhat arbitrary. 

Each set of claimants will declare that their item cannot be cut. 





MUTUAL SECURITY ACT OF 1951 733 


Tam sure the State Department is saying that this $8.5 billion cannot 
be cut; ECA says theirs cannot be cut; the Defense Department says 
that their $56 billion cannot be cut. but we have to cut somewhere. 
And we are falling behind even on this SZ billion cut on domestic 
expenditures. 

[ totaled up a few hours ago what the cuts are to date, taking the 
best record of the House or Senate, and it appeared to me we only cut 
about $1.1 billion from our nonmilitary items. There is every pros- 
pect moreover that the Senate figure for Army civil functions ‘will be 
increased over the House figure, so it appears to me that unless there 
is heroic effort on the floor, the cuts on the domestic or nonmilitary 
budget will do well to sane S1 billion instead of the S2 billion which 
I had hoped we could get. That means we will have to cut at least 
$4 billion elsewhere if we are to balance the budget and prevent 
inflation. 

Under those circumstances, this seems to make the proposed cut of 
S! billion on foreien aid most modest indeed. 

Senator WILEY. Where would vou make another cut on the domest Ic 
front? 

You said 82 billion: did you not ¢ 

Senator Dovgias. Yes. I had hoped for more rigid cuts on Army 
civil functions, on Agriculture, on Post Office, and on the Interior. 
including Reclamation. I had hoped there would be greater cuts 
there, but we have lost out on those. 

Senator Brincres. We have net lost cut on ervil functions Vet. 

Senator Dovucias. The pave hologieal and political build up for in- 
creased appropriations fon civil functions is proceeding. 


Senator Witky. Now to get back to this 81 billion cut on the military 
and economic aid to Hurope. 

Have vou studied what effect that would have in view of what it is 
claimed by our military and other experts as comparatively needed 

Senator Dovenas. The Milit: ary and State Departme nts will tell you 
that you just cannot cut a dollar or you will ruin the whole hacen iota 


NEED FOR BALANCED BUDGET 


Now my only reply to that is that if we do 8 “Eman at the rate 


the executive agencies are requesting us to do, we will have a big gov 

ernmental deficit which we will be forced to wl good by borrowing: 
and that borrowing will largely come from the banks. It will amount 
to an inflation in credit and a rise in the price level. That will do 
damage to the country, too. 

If | might approac h the executive age ncies, and IT am looking at the 
representative of the State Department, which is equally guilty but 
perhi ips not more culty than others, they do not see the relation of 
their program to the whole goverhmenti al fiscal police \. They are 
special claimants, so to speak. 

It is our job totry to take the wh ee ns 

Senator WILEY. When you take the SI billion you re fer only to the 
Kuropean appropriations. Do you mean the over- all foreign aid? 

Senator Doventas. Yes. But vou will notice that what Tam a 
cating Is an increase in amounts for the Near East. We will need ; 
cut on Asia, but in Asia there are great needs, too. 
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T am not an authority on foreign affairs or national defense. I am 
perfectly willing to say, “Make your reductions wherever you think 
they can best be made.” 

Senator Witey. I think that isall, Mr. Chairman. 

The CuaimmMan. Senator Gillette. 

Senator Gittetre. Yes, Mr. Chairman, I wanted to ask a couple of 
questions. 

Senator Douglas, as | understand your statement, you were not dis- 
cussing S, 1247. 

Senator Dou6ias. That is correct. 

Senator Ginverre. You were discussing and your remarks were 
directed toward amendment of this pe nding bill, S. 1762. 

Senator DouGrias. That is correct. 

Senator Gittetre. And the specific amendment you referred to was 
to change the figures “3125 million” in line 20 on page 5 to “$275 
million” ? 

Senator Dougias. Yes, siz 


NEED FOR AMENDING 8. 1762 


Senator Giiuterre. May I call your attention to the fact that, if I 
understand this proposal, this title II provides in 201 for the sum 
of $415 million for Greece, Turkey, and Iran, pursuant to the Mutual 
Defense Assistance Act; 202 provides that when the President deter- 
mines that it is necessary, also under the provisions of the Mutual 
Defense Assistance Act, he can devote not to exceed 10 percent of this, 
or $41.5 million, to any other country in the Near East. 

Senator DoveLas. That is correct. 

Senator Gituerre. Now the section 203, which we are seeking to 
amend provides that— 
in order to further the purposes of this act there are hereby authorized to be 
appropriated to the President 


you would make it— 


$275 million dollars for economic and technical assistance in Africa and the 
Near East in areas other than those covered by section 105 (a) of the Eco- 
nomic Cooperation Act. 

And section 103 (a) of the ECA Act lists the countries that have 
signed the report of the Committee on European Economic Coopera- 
tion in Paris in 1947. 

Senator Doueias. We did not inelude Israel and the Arab states. 

Senator Gutetre. These other states are all outside of that. 

Senator Dougias. Yes, sir. 

Senator GruteTre. And they are available under the applicable pro- 
visions of the ECA Act “excepting that not to exceed $50 million of 
the funds authorized in that section may be contributed to the United 
Nations,” as provided in section 204 of this. 

I direct your attention to the fact that this $275 million, if this is 
left as it is now proposed, would enable the President to spend $275 
million on any one country in this area if he saw fit to do so. 

Sen: ator Dovenas. If you want to protect that clause in order to 
provide parity as between the Arabs and the Jews or to require any 
other so ifie alloc: ation, that could be done; but that rather delicate 
question is apparently already skirted in section 203 and covered by 
the report on basic data. 
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Senator G1itLeTTE. I merely suggested that amended as you have 
suggested with no other change, it would enable the President to 
spend the entire amount of $275 million on Israel or Iraq or Syria 
or any other country in the East. 

Senator Dovenas. In that event I would sugest that the report which 
the committee finally issues be changed to conform the allocations as 
bet ween countries to the new text, and to provide for equality between 
the Arab states and Israel. Thus the report would govern the dis- 
position of funds. 

1 would certainly not ask that the whole $150 million additional be 
spent on Israel. The aim is the same as under the present act to pre- 
serve equality in total amounts as between the Jews and the Arabs. 

Se nator GitLetTe. That is all, Mr. Chairman. 

The CHamMan. Senator Bridges. 

Senator Bripces. Senator Douglas, | have just one question. 


DURATION OF PROGRAM FOR ISRAEL 


Your proposal here for an increased amount for Israel, do you 
look upon this based upon your knowledge and judgment as a 1- 
year proposition to put Israel in shape, or do you look at it as the 
start of a continuing proposition ¢ ¢ 

Senator Doucias. That is a very good question, Senator, but I can 
answer it only on the basis of rather tentative estimates. 

It is estimated that the total amount needed by Israel in 3 years is 
$1.5 billion. Of that, Israel will raise about $350 million itself. They 
hope to get from the Jews of other countries—England notably. and 
other countries—$150 million, which makes $500 million. 

They hope to sell bonds to private investors in this country in the 
amount of $500 million. That brings them up to $1 billion. They 
hope to raise in the 3 years from United States private philanthropy 
by donations $125 million. They hope to get from aaa private 
investment $75 million, which raises them to $1.2 billion, leaving them 

$300 million short. 

Now they may, on these individual items I have mentioned, be able 
togoup. They may exceed them, or they may fall below them. These 
are the best estimates that I have been able to work out. To the de- 
gree that they are true, it would require a balance over 3 years of 
$300 million to make up the $1.5 billion total. That $300 million 
might ultimately be requested. Possibly it will not be that much, 
but you are quite right that this is not merely a one-shot affair. How- 
ever, I think from the testimony of Secret: iry Acheson as reported in 
the newspapers that he is not contemplating or the State Department 
is not contemplating the entire present program as a one-shot affair 
either. 

Senator Brinces. What you are recommending here is what pet 
centage for this year, roughly ? 

Senator Dovéras. It is $144 million of an estimated total of $306 
million. 

Senator Bringes. You would anticipate that the other $160 million 
would be roughly divided in the next 2 years ? 

Senator Dovenas. I would think so; yes, sir. 

I hope it might be eliminated. I hope they will be able to sell more 
bonds, get more donations, bring in more private investment, and 
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possibly raise more by taxes themselves. But to raise more than $350 
million for taxes over and above civil expenses from a population of 
1.300.000 on a relatively low standard of living, that is a tremendous 
job. 

Senator Brincres. Do you think that if this objective was obtained 
that Israel would be on a sound, self-sustaining basis after that period ¢ 

Senator Dovucguas. No one knows. There are skeptics, of course, 
nbout the whole venture. There are some who think that they could 
not deve lop a sufficient agricultural and industrial base. 

My point is that they have made a very plucky try so far, and that 
they ought to be given a chance and that they have a very good prospect 
of making a success of this. 

Senator Douenias. Thank you, Mr. Chairman. 

The CHamMan,. Senator Smith. 

Senator Smirn of New Jersey. I just want to ask the Senator one 
question. 

In your suggestion of taking this amount out of title I—— 

Senator Doveias. Or possibly out of title IIT. 

Senator Smrru of New Jersey. Title IIIT would be the Far East. 

Senator Dovenas. Asia and the Pacific. 


PLACE AND EFFECT OF POSSIBLE CUTS 


Senator Smirn of New Jersey. The title I proposition is put up 
to us this way, the military end of it: The calculations here for the 
money needed, the military estimates. are based on the estimates of 
General Eisenhower as to the number of divisions he is able to mobilize 
in fiscal year 1952. This would be a commitment for the equipment 
for those divisions. The argument is made that we do not have the 
needs for equipment. We may have a problem there in the develop- 
ment of the collective security army. You would meet that by saying, 
“We are sorry, we just cannot do it.” 

Senator Doveras. It is a very hard decision to make, because TI think 
I recognize the need. On the other hand, I do not want to see infla- 
tion in the United States, either. 

Senator Smirn of New Jersey. Lagree with you there, but Tam just 
trying to see how your thinking goes in developing the handling of 
these things. We also thought that this far-e ‘astern program is im- 
portant. We feel this Formosan proposition is important, too. We 
do not want to injure that if we can help it. However, we want to 
see if the military things are not the primary things we are looking 
at and when your plea for Israel and the Arab States is as pressing 
as this military situation. 

Senator Doveias. Lf you want to cut domestic defense by $3 billion 
instead of $2 billion and not eut foreign military aid at all. that could 
be done. Or you might cut economic aid by $500 million and military 
aid by $500 million, or military aid by three-quarters of a billion and 
economic aid by a quarter of a billion. You can apportion it any 
Way you want to. 

I only say that we budget at this moment looks like it is out of 
whack by about 11 or 12 billion dollars at a minimum and possib ly 
$19 billion even with the savings we are making. 

Senator Smiru of New Jersey. I want to know whether you think 
we have to go the whole $150 million for the Palestinian and Arab 
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Israel what we propose to give her in this bill. Tam committed to it, 
and IT agree with it, but Iam wondering whether we can go the whole 
way in these programs you are suggesting. 

Senator Dovcrias. Let me say this: 1 have presented the case as 
honestly and effectively as I can and I trust to the cood judgement of 
the committee. 

Senator Smiri of New Jersey. Tam very grateful to you for your 
analysis here and your suggestions. I think it will be helpful to us. 

Senator Dovenas. Thank you very much. 

Senator Swrru of New Jersey. Thank you, Mr. Chairman. 

The CuatrmMan. Senator Hickenlooper 


aid—though T am a cosponsor in this bill, [am in favor of giving 


FUTURE ECONOMIC INDEPENDENCE OF ISRAEL 


Senator HickenLtoorer. Tam concerned somewhat in this line of 
questioning which Senator Bridges followed about the eventual ability 
of Israel to sustain itself. Not that I am against eivine them aid, 
but whether or not industrially and agriculturally the potential is 
there in Israel without enlarging their territory—I mean without 
expanding and causing a bigger ruckus there in the Middle East 
is such that they can reasonably look forward to sustaining them- 
selves at any foreseeable time in the future. 

[ have heard argument on both sides of that question, that the poten- 
tial is simply not there, either agriculturally or minerally from a 
standpoint of natural resources. [ just do not know. IT think you 
probably answered that question by saying that it was not a guar- 
anteed situation. 

Senator Doucnuas. I think one is entitled to have doubts about it. 
I must say that they have done much better than I think we had any 
right to expect. Who would have thought that they would have been 
able to crush the Arab armies. The general military opinion was 
that they were going to be exterminated by the Arab armies. How- 
ever, they defeated the Arab armies and proved all the military and 
diplomatic experts to be wrong. ‘They apparently have a tremendous 
drive there. 

I do not know the eastern Mediterranean very well, but I would 
think that the eastern Mediterranean, if we could have a period of 
peace, could stand an industrial country such as Israel and that Israel 
could become the workshop for a large area. 

Senator Hickentoorer. I am quite sure they have shown a lot of 
drive there in various ways, but the question is whether or not they 
have reached the saturation point of drive and development or whether 
we are just taking on a continuing responsibility there. 

Senator Doveias. There is an alternative to that. If they do not 
make a vo of it, it means death for 2.000.000 Jews. I never thought 
they could absorb 600,000 which is double their population, but they 
have done SO. 

The Cuairman. You do not think the Jews in the rest of the world 
would let them die or starve, do you? 

Senator DovGias. Well, I do not know where they would go. 

The Cuamman. Well, they would send them money. 

Senator Hickenntoorer. Of course they have received substantial 
aid already, from private sources and otherwise, which has done a 
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lot for them there, but it is just a question of whether there is a break- 
ing point in the possibilities of their economy beyond which they can- 
not go and whether we are getting into a situation where they would 
be dependent on us, if we go into this program for an indefinite 
period. 

Senator Doveias. I can only say in reply, on the record which they 
have made to date we have grounds for reasonable hope. The future 
is not sure, but we have grounds for reasonable hope and I want to 
help them get that chance both for themselves and for us. 

Senator HickKeN.ooper. That is all, Mr. Chairman. 

Senator Dovucias. Gentlemen, 1 thank you very much. 

The CHairMan. Senator Taft. 


STATEMENT OF HON. ROBERT A. TAFT, A UNITED STATES SENATOR 
FROM THE STATE OF OHIO 


Senator Tarr. Mr. Chairman and members of the committee, Sena- 
tor Douglas has made such a complete statement that I think my 
statement can be brief. 

I joined in introducing the independent bill for $150 million aid to 
Israel. I feel that it can be supported independently of any general 
foreign aid program as our contribution to the support of the estab- 
lishment of a new free state. 


BACKING OF ESTABLISHMENT OF ISRAEL 


I have been very much interested in the development of Israel, 
going back to the history of the Balfour Declaration. I think that 
Israel stands on its own feet. Independently of anything else, it is 
a method of obtaining freedom, as it was at the time of the Balfour 
Declaration after the World War, for millions of Jews who simply, 
in many parts of the world, could not obtain freedom under existing 
governments. There was no other way to do it. Nobody else wanted 
to take them into their state, and there was not any way to establish 
freedom except to set up an independent state. 

Now whether it should have been established in Palestine or some- 
where else may be open to question, but the wisdom of trying to 
establish a free state in solving the Jewish problem certainly, I think, 
cannot be questioned. 

That general policy was approved by the United States. It was 
approved by treaties at the time. It was approved by a resolution of 
Congress at the time. 

When the World War came, the opportunity came, and the Hitler 
prosecution showed that there was in fact such a necessity if you 
were not going to have millions of people completely wiped out and 
their freedom destroyed. 

And so, it seems to me, just as we have backed at different times 
in our history the freedom of the South American states or other 
peapie struggling to establish freedom, I think we should back 
*alestine. 


I think, therefore, that we are entirely justified in backing the 
establishment of a free state. It may be the place they chose to go 
was not the right place and yet it represents a very, very small fraction 
of the total territory of the Arabs, and it is not a particularly fertile 
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part of it. It was not anything that was very much better than any 
other part of the entire Arab territory. I think we are entirely 
justified in backing them financially apart from any general] foreign- 
aid program. 


EMPHASIS ON EUROPE IN FOREIGN-AID BILL 


Now, however, we do have a general foreign-aid program. I think 
furthermore we have a direct financial interest as has been suggested 
in the fact that they have taken care of the immigration problem. 
They have relieved the United Nations, for which we pay most of the 
cost, of a DP problem. They have taken 600,000 Jews to whose sup- 
port we would have contributed in other ways, so there has been a 
direct financial relief to us which justifies a liberal treatment of the 
State of Israel. 

Fitting our Israel proposal into the general economic program, 
I go along with Senator Douglas in saying that we add $150 million 
to the Near East. 

The total economic aid, as I have figured it here, is Europe, $1.675 
billion: the Near East, $125 million: the Far East, 862.5 million; 
and Korea, $112.5 million, which may or may not be needed during 
the current year. 


INCREASING AMOUNT FOR NEAR EAST 


In any vent, certainly Europe is getting over three-fourths of the 
entire amount, although the testimony as to Europe is that they are 
producing today 44 percent over what they had before the war. We 
have contributed billions of dollars alre acy and—exce pt as the eco- 
nomic aid is needed to assist the military program—there seems to be 
no particular justification for further economic aid for Europe. So 
if we add $150 million to the Near East, it does not seem to me that 
it puts the whole Near East out of proportion to what it ought to be. 

If, after you get that total amount you decide there should be 
cut, that the total amount for economic aid is too much, well I think 
the whole program can take the cut. I do not say that $150 million 
has to be the Israel amount. I only felt that we ought to authorize, 
in addition to what has been done, the additional amount of $150 
million to Israel. [say if then you are going to cut the whole program 
in half or by one-third, I see no reason why the Near East and Israel 
should not take the one-third cut like anybody else, but it does seem 
to me we are justified in saying that as far as the original set-up is 
concerned of $1.675 billion for Europe and $125 million for the Near 
fast, it is entirely out of proportion to the importance of the two 
general districts in that part of the world. 


DEFENSE OF NEAR EAST AND AFRICA 


There is a military problem. There is a point in a world war with 
Russia where it is vitally important that Africa be defended, that we 
do not permit the Russians to come into Africa. Just what the plans 
are for defending the Suez Canal, I do not know, but both the air- 
ports in Africa and the uranium in the Belgian Congo, as well as the 
approach through Africa te South America, makes it important that 
if we ever have a war we somehow defend the Suez Canal. 
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_In that defense, a state that is able to fight in a very strategic posi- 
tion, even though small, presents, I think, a very useful assistance 
for us from the military standpoint. ; 

I ask, as I say, that you add the $150 million. When you come to 
the question of how much should be cut, I do not want to go into 
that myself at this time but I think that that question should be 
considered. 

It seems to me the case is clear, both for including much more 
money in the Near East, and for direct assistance to Israel to enable 
them to succeed. I do not think we are doing any more than en- 
couraging the development of a free state. 

[n comparison to the Arabs, the Arab States have been just where 
they were for the last thousand years. They have not got the new 
problems they have in Israel. They are neither more free nor less 
free than they were during the whole thousand years, and I see no 
particular reason for the Arabs getting assistance except as part of 
2 general world-wide economic-assistance program—except as to 
refugee problems. 

I think for Israel you have a special and peculiar case; namely, 
the establishment on a firm basis of a free state whose general philos- 
ophy is the same as ours, that provides, as far as I can see, the only 
possible solution of the problem of the freedom of a race which is 
scattered throughout the world and which cannot obtain freedom in 
any other way. 

The CuairmMan,. Senator George, any questions ? 

Senator Grorce. No questions. 

The CHarrMan. Senator Wiley. 

Senator Witry. No questions. 

The Cuairman. Senator Knowland. 

Senator KNowLanp. No questions. 
The CuairMan. Senator Smith. 


INCREASING AID TO ARAB NATIONS 


Senator Smrrn of New Jersey. Just one question in regard to 
Senator Douglas’ suggestion in equalizing the Arabs and the Jaws, 
where the Arab group would get the same proportion that the Jews 
get. 
~ Senator Tarr. I see no logic in that. I see no particular parallel 
bet ween the two as far as needs are concerned, but, of course, I realize 
the diplomatic considerations. I notice the House committee ap- 
parently has set aside $50 million for the Jews and the balance of $50 
million for Arab refugees. They added that $50 million to the $25 
million or whatever it was that was in the original bill. That is how 
the House handled it. I do not recommend that handling. I would 
prefer to add the $150 million for Israel as a special case, and then 
make them take a cut if everybody else is going to be cut. But I say 
the diplomatic considerations are up to this committee, I think. 

The CuatrmMan. Do you have any other questions ¢ 

Senator Smiru of New Jersey. I have no further questions, Mr. 
Chairman. 

The Cuamrman. Senator Hickenlooper. 
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FUTURE ECONOMIC INDEPENDENCE OF ISRAEL 


Senator Hickentoorrer. I would like to ask Senator Taft if he has 
any considered opinion on the probabilities of Israel being able to 
support itself at a future time / 

Senator Tarr. It seems to me that the obstacles the ‘Vv have to over- 
come are smaller than those they have overcome. I] think what they 
have done is extraordinary, and the ‘v have overcome obstacles whic h 
seemed to be insuperable. 

They have actually taken im 600,000 people, and they have kept 
them alive. Not on a high standard, but on just about as high a 
standard as people in India or China and many other parts of the world 
und most of the Near East. 

I see no reason why they should not succeed. After all, it is a 
small problem from an economic standpoint. Two million people 
In the total state is a small number: if they can do a small amount 
of the total manufacturing required for the needs of the eastern Medi- 
terannean. You can support 2 million people if they can manu- 
facture better than other people on a cheaper and more efficient basis. 
The ‘Vv do not have to live off the land nec ‘essarily. 

You have 7 million people in the city of New York with no natural 
resources, 

Senator Hickren ioover. I think there is a little difference in the 
comparison. You have a lot of natural resources flowing in there one 
way or another from the hinterlands. 

Mr. Tarr. However, it seems to me with their capabilities they 
should have tremendous possibilities of becoming a leading manu- 
facturing center for that area of the world. I think they have apti- 
tudes along that line that probably have not been demonstrated by 
most of those other nations over there. They are much more familiar 
with and are likely to follow American methods. Many of them came 
from America and they accept the teaching much better than a lot of 
other people in the Far East who have not been interested in that 
kind of thing. 

Senator Hickentoorer. That is all, Mr. Chairman. 

Senator Tarr. I might speak on one thing that you mentioned 
before. There was a question raised here as to whether this was a 
one-shot proposition. As far as I am concerned, if they wanted 
more money, they would have to make their case at the time. I do 
not put much stock in this $1.5 billion. T think that is a very vague, 
general estimate. I would say that what they are up against now is a 
tough hurdle to get over. If the ‘vy can get over this hurdle, whether 
it would be necessary to try to get over another hurdle later, I have no 
means of knowing. 

Before I introduced another bill I would at least like to see the case 
made at that time, as I think it can be made today. 

The Cuairman. All right, thank you, Senator Taft. 

Senator Aiken. 

Senator Aiken wants to get something in here on the St. Lawrence 
seaway. 
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SATEMENT OF HON. GEORGE D. AIKEN, A UNITED STATES SENATOR 
FROM THE STATE OF VERMONT 


Senator Arken. Mr. Chairman and members of the committee, I 
appear before this joint session of the Foreign Relations and Armed 
Services Committee in support of an amendment proposed to S. 1726, 
by Senator Moody and myself. In its main provisions this amend- 
— is identical to Senate Joint Resolution 27, introduced on Febru- 
ary by 26 Senators. 

OF all the foreign nations, Canada is our nearest and best neighbor. 


IMPORTANCE OF CANADA AND THE ST. LAWRENCE 


In the event of war the outcome would ultimately depend upon the 
productive capacity of the United States and Canada. 

The St. Lawrence River and the Great Lakes comprise one of the 
world’s greatest natural resources. 

If fully developed so as to add billions of kilowatts of power to the 
energy supply of the two Nations and an inland waterway from the 
Atlantic Ocean to the heart of the continent, the tremendous contri- 
bution to the economy and military strength of the two Nations can 
hardly be overestimated. 

Already the great industrial centers of Ontario and Northeastern 
United States are desperate for want of power. Soon the great steel 
centers and arsenals of Cleveland, Detroit, Chicago, and other cities 
on the Great Lakes will be short of high-grade iron ore unless the 
St. Lawrence River is made navigable for ore carriers and other ships. 

The outcome of world war IIL if it comes could well depend upon 
how rapidly we develop the Great Lakes-St. Lawrence waterway and 
the electric energy therein. 

I will not bother you with details of the development. I think you 
already know them. 

I suggest that you consult the Defense Power Administration in 
respect to the power crisis that is already upon us. It is as acute as 
the shortage of our Air Force. In fact it is so critical that the actual 
situation is labeled “top secret” by those charged with our national 
defense. 

On July 26 and 27 of this year, five New England governors and 
a representative of Governor Lodge, of Connecticut, who was out 
of the country held a conference at Osterville, Mass. 


POWER SHORTAGE AND THE ST. LAWRENCE 


This conference was devoted largely to devising means of solving 
the problem of the acute power shortage. 

I read you an excerpt from that portion of the minutes of the 
conference which has reference to the St. Lawrence development : 

Following a discussion of the development of power on the St. Lawrence, and 
upon motion of Governor Payne- 
of the State of Maine— 


it was unanimously voted that the New England Governors’ Conference be 
recorded as favorable to the development of the St. Lawrence River for power. 


Vv 


—_ 
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It was further moved and voted that the members of the secretariat be directed 
to follow closely the progress of congressional legislation in this matter and 
to keep the governors advised so far as the interests of their respective States and 
of this region were affected. 

Senator Hicken Looper. Mr. Chairman, may I interrupt to ask if 
the representative of Governor Lodge, of Connecticut, agreed with 
this report ? 

Senator Arken. I do not think the representative of Governor 
Lodge voted, but I heard Governor Lodge making a speech one night 
on the radio and he was not at all unfriendly. That is all 1 can 
say. 

Senator Hickrnioorrr. I merely asked that because it seemed to 
me there might be some little difference in the approach between 
Governor Lodge, of Connecticut, and Senator Lodge of Massachusetts. 

Senator ArkeNn. I got that impression myself, Senator Hicken- 
looper, but that sometimes happens in the very best of families—and 
this is one of the best families. 

1 go on quoting from the minutes: 


It was moved and voted that a copy of the motion relative to the development 
of power on the St. Lawrence River be forwarded to the dominion and provin- 
cial authorities of Canada as evidence of the continued interest of the New 
England governors in obtaining power in this region on the basis of complete 
international cooperation. 

The Cuarrman. May I ask a question there / 

Senator ArkEN. Yes. 

The Cuarrman. Are you urging this on account of the power de- 
velopment of that area? I thought you wanted it for the seaway. 

pa ator AIKEN. Lurge it on b ehalf of both power and the seaway. 

ask, Mr. Chairman, to submit to you for inclusion is the record 
2 ar from Senator Moody and a statement from Senator Moody, 
which covers the navigation features of the seaway and power project. 
I am devoting myself largely to the power phase of the matter, ac- 
cording to arrangement with Senator Moody. 

Gentlemen, the Governors of the New England States are not radi- 
cal in any sense of the word. They are not easily panicked. But they 
do recognize an extreme emergency when they see one. 

They make no reference to navigation in their resolution because 
power is the first concern of New E ongl: and. 

I call your attention, however, to the final sentence of the excerpt 
from the minutes I have read which evidences— 


the continued interest of the New England Governors in obtaining power 


in this 
region on the basis of complete international cooperation, 


NO PROVISIONS FOR POWER DISTRIBUTION 


You will notice that the amendment proposed by Senator Moody 
and myself does not undertake to direct the manner by which the power 
generated at the works on the American side of the St. Lawrence 
shall be distributed. 

The New England Governors took no position on this matter either. 

Some would turn the power over to private utility companies ex- 
clusively, some would let the State of New York distribute it, and some 





744 MUTUAL SECURITY ACT OF 1951 


would have Federal transmission lines deliver it to specified local 
centers for resale. 

I have my own ideas on the distribution of the power but would not 
undertake to impose them at this time even if I were able to do so. 

Time may be running out for America. 

It will take from 2 to 4 years to get St. Lawrence generators into 
production and during that time Congress can determine detailed 
matters including the method of distribution. 

The main thing now is to get construction under way without delay. 
There is no time to lose unless we are to conclude that the threat of 
war is Justa silly joke and not to be taken seriously. 


CANADA’S ATTITUDE TOWARD THE SEAWAY 


How does Canada feels about the seaway ? 

This is perhaps best expressed by excerpting a speech of the Cana- 
dian Ambassador, the Honorable Hume W rong, given at Detroit. on 
July 24, 1951. In speaking of the difficulty in getting the St. Law- 
rence development under way Mr. Wrong said: 

When in Detroit I cannot resist from mentioning in passing a third and current 
difficulty which concerns this area. The failure to cope with it is causing a good 
many Canadians to feel frustrated. Nineteen years have gone by since the first 
agreement jointly to construct the St. Lawrence project was signed in Washing- 
ton, and 10 years since a revised agreement, designed to meet criticisms of the 
earlier treaty, took its place. 

But all this time there has only been snail’s progress toward congressional 
approval; at times, indeed, crab’s progress would be a more accurate description, 
for the motion has sometimes been backward. 

We sorely need in Canada both the power and the benefits of deep-water navi- 
gation to and from the Great Lakes which the project will bring. 

There are parallel needs in the United States. 

Must we wait much longer for the start of this development, which would 
almost certainly have been begun long ago if the St. Lawrence had not been a 
boundary water? 

Gentlemen of the committee, are we to go on spending untold billions 
of dollars in all possibly friendly nations in every part of the globe 
and yet refuse to cooperate with Canada in the best investment in the 
world in terms of economic progress and military security ? 


NEED FOR SEAWAY AND POWER 


Are we going to turn Canada down again and tell her to go ahead 
and develop the waterway herself for our protection / 

Are we going to forbid the deve lopment of 2P200,000 horsepower of 
electricity in a region starved for power while we squabble and fuss 
for more years to come over the oe of who shall get it and how, 
while our enemies grow stronger by the hour? 

This is the time when we should put behind us all personal prefer- 
ence and prejudices born ot regional, economic, politic al, or oecupa- 
tional considerations. There should be only one consideration now— 
the need of our country. 

I urge you members of the combined Committees on Armed Services 
and Foreign Relations to do your utmost to secure congressional ap- 
proval of the St. Lawrence seaway and power project with the least 
possible delay. 

vou do this vou will be striking a powerful blow in the interest 

all democratic nations and eventually world peace. 
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Thank you, Mr. Chairman. 

The Cnamman. Thank you, Mr. Senator. 

Are there any questions’ Senator George? 

Senator Grorer. No questions. 

The Crarrman. Senator Wiley? 

Senator Wintry. As I understand it, Senator, you have asked that 
Senator Moody’s short statement be incorporated in the record. Is 
that correct? 

Senator Arken. That is correct. 

The Cramman. He has two statements. 

Senator AIKEN. Senator Moody is out of the country now, and 
asked if I would submit the letter to the chairman and the statement 
to the committee. He covers the navigation phase of the matter, 
which is the reason I did not go into it more thoroughly 

Senator Hickentoorer. I notice Mr. Moody’s statement is headed 
“For release on delivery.” Is that in accordance with committee 
policy ¢ 

The Cuamman. That is marked out. 

Senator Smrru of New Jersey. This statement is marked “ 
lease August 9 at 2 p.m.” 

Senator Winey. Senator, I think that you and I were together when 
we were called to the White House, months ago now, I believe 
Mr. Wilson testified. Were you there at that time? 

Senator Aiken. No; 1 was not there at'the time. 
ment, however. 


For re- 


. when 
I read his state- 
Senator Witry. You became acquainted with his statement, did 
you? 

Senator ArkeNn. Yes. 


Senator Witey. You remember that several years ago Mr. Wilson 


was one of the men in this country who was op - sed to this develop- 
ment, and who now sees a great national need for i 


Senator Arken. That is correct. 


TRANSPORTATION OF TRON ORE FROM LABRADOR 


Senator Winery. I think at this time T ean recall clearly practically 


his words. He said that if we do not develop this great waterway so 


that we ean get the iron ore from Labrador the danger is that if we 
run into a great national emergency in the near future we may find 
ourselves in such a serious condition that no one can foretell what 
the consequences can be. In other words, as the future of the world 
depends upon America’s ability to handle iron ore not only 
ne’ her own economy lout in case of defense, building the 
and things needed for the defense of the free world, he brought out 
clearly that a failure to do this very thing might even threaten the 
life of America. 

Senator Aiken. I think the reason that Mr. Wilson brought that 
point out is because of our experience in World War IT. 
time we had a lot of ore left in the Mesabi Range. However 
ern steel companies were transporting ore from a to Balt 
possib ily other ports on the east coast. They had seven 
in operation. Five of them were sunk by ue ines an 
two were withdrawn from service so they wouldn't vet 
actually transported by rail iron ore from the Me sabi 


for build- 


>» munitions 


R mee 
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more, certainly an uneconomic proposition but one that had to be done 
because of the necessity. 

Now, we get into an emergency like that again, we could not get for- 
eign ore from Venezuela or Chile. With the Mesabi ore running out 
we would not be able to transport that high-grade ore from Minnesota 
to the eastern steel plants and we would be out of luck. 

With the discovery of the Labrador field, however, ore could be 
transported economically from Labrador via the St. Lawrence to 
all the great steel centers of the Middle West with very little danger 
from the submarine menace. 

Senator Witey. You are also acquainted now, because of the fact, 
with the economic situation, that the transportation of only 30 million 
tons of ore from the new field to the Great Lakes would provide a 
sufficient revenue to more than take care of the operating expenses and 
what is necessary to reduce the cost of the canal. 

Senator A1rkeN. You are correct about that, Senator Wilev. It is 
contemplated that the cost of the St. Lawrence will be completely 
amortized through tolls and the sale of power, as well as the operating 
costs. 

Senator Witry. You also recall that during the Second World War 
we had an experience in relation to transporting oil from South 
America. 

Senator Aiken. That a true; and may I also add that the east 
coast, and particularly New England, is becoming more and more 
dependent on offshore oil. Most of our power which is not hydro is 
now generated by off-shore oil. The coal situation is not good; the 
jamming of the railroads in the event of an emergency and the cost 
of freight are just almost prohibitive. 

Senator Witey. Now that we have gone into vast projects in other 
parts of the country to benefit certam segments of this particular coun- 
try, the argument that was made heretofore that it would benefit only 
the Middle West and part of the East is not the only argument in 
favor of this great project, is it, as outlined by Mr. W ilson? It goes 
now to the very question of continuing the vit: ality and the strength of 
the Nation, does it not? 

Senator A1ken. That is true. There are 48 States in our Union, 

_and what strengthens one of them strengthens all of them. 


TIME REQUIRED TO BUILD SEAWAY AND POWER PROJECT 


Senator Witry. If this amendment you suggest were appended here 
and passed, have you any idea how many years it would take before 
the joint efforts of Canada and the United States could open up this 
waterway / 

Senator Arken. The engineers tell us that as a normal job it would 
take 4 years. As an emergency job the power could be produced in 
2 years, and I suppose somewhere between the 2 and the 4 years would 
be the period of time it would take to get the navigation part of the 
project in operation. 

I would like to point out that Russia today, according to reports, is 
developing over 8,000 miles of waterways on her rivers besides con- 
structing generating plants on the Dnieper and the Volga which 
will, when completed in 1955-56, produce more power than the St. 
Lawrence itself. 
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ESTIMATED COST OF SEAWAY 


Senator Witry. Have you seen the latest estimates as to the over- 
all cost ¢ 

Senator ArkKEN. I have seen estimates up to a few months ago. 
It is about $800 million for the United States and Canada together, 
but that contemplates the completion, the full completion, of the water- 
way. It is not necessary to do all of that at once. It is not neces- 
sary to deepen the St. Clair and the St. Marys Rivers at once. They 
already have 24 feet and the ore carriers can get over them. If we 
eliminated that part of the project, that would be about a $90 million 
saving, and I understand there are other savings possible. 

Senator Winey. That is all. 

The Cuarman. Thank you very much, Senator. 


INCREASING DEMAND FOR ELECTRIC POWER 


Senator Hicken woorer. I just want to put in the record this ob- 
servation with respect to power. There are some interesting and 
in fact fascinating new developments in the matter of heating which 
may completely revolutionize the entire heating system of the United 
States so far as building hous aes is concerned that will take greater 
amounts of electric power in the future if they are finally put into 
effect, which may raise the demand for electric power in this country 
at least 100 percent over what we use now. 

I happen to know that those experiments are in the making at the 
moment, and if they are as successful as they have appeared to be in 
the past year, we may see a complete revolution all over the United 
States in the utility of electric power W hich will more than double our 
demands. 

Senator A1KEN. Representatives of the utility companies had a meet- 
ing in the spring and they agreed that over the next 5-year period we 
would require a normal increase alone of 35 percent in power. We 
just do not have it. We just do not have it up there, and we have 
got to have it from somewhere if we are going to do our part in the 
national defense program. We can’t mine our copper: we can’t re- 
cover our sulfur; we can’t mine our asbestos; we can’t produce the 
pure iron which is going to waste every day because we just don’t 
have the power to clo it. 

The Chairman. All right. 


SERIOUSNESS OF POWER SHORTAGE 


Senator Witry. I just want to stress one point that was stressed by 
the distinguished Senator, the significance of which I doubt everyone 
at this table has realized, but I do because I have heard it right from 
the lips of those who speak with authority about the serious condition 
in this country. It doesn’t relate to simply the shortage of iron ore. 
Listen to this statement that Senator Aiken read: “I suggest that you 
consult the Defense Power Administrator in respect to the power 


crisis”—note that word “crisis.” “It is already upon us. It is as 
acute as the shortage of our Air Force. In fact, it is so critical that 
the actual situation is labeled “Top secret’ by those charged with our 
national defense.” 


resi it 1— 18 
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Now, if that is the situation, it is our responsibility not only to see 
to it that the iron ore gets where it can be manufactured into defense 
material, but that we get this power into operation so that we don’t get 
caught with our economic and defense pants down. 

Senator Aiken. May I say, Mr. Chairman, the Defense Power 
Administration gave me the figures and asked me not to release them. 
I suppose I have a right to tell you that the fact is that a 15-percent 
reserve is considered a minimum necessary for adequate power supply 
in the country. The figures they gave me show that we have no 
reserve at all, and if all of the pl: ints that are planned are completed 
by 1953 we will have only a shght reserve, which is very critical 
indeed. 

Senator Hicken voorer. I have been through some studies on that, 
and the information I have is not in agreement with the Federal 
figures. 

Senator Aiken. The figures they use were prepared for them by Mr. 
Moore, of Electric Bond & Share. 

Senator Hickenvoorer. The figures I have are that we at this time 
do have a reserve of power. 

Senator Aiken. There is no reserve in the Northeastern States, 
Pennsylvania, New York, and New England. 

Senator HickenLoorer. I think there has been a great juggling of 
the figures on what reserves are available at the present time through- 
out the country. That does not mean that within 10 years we won't 
be ina very critical situation unless we do something about it. 

Senator Arken. Incidentally, I was not aware that this was an 
executive session until T got here. T have made public the informa- 


tion L have given you. Ihave been doing that every day in every way 
that | possib ly can. 

The CHaimman. We will insert in the record here Mr. Moody’s 
statement, without objection. 

(The statement referred to is as follows :) 


UNITED STATES SENATE, 
SELECT COMMITTEE ON SMALL BUSINESS, 
August 6, 1951. 
Tlon. Tom CONNALLY. 
Chairman, Senate Foreign Relations Committee, 
Hon. RicHArpD B. RUSSELL, 
Chairman, Senate Armed Services Committee, 


DEAK SENATORS CONNALLY AND RUSSELL: It was my desire to appear before your 
conunittees, meeting jointly to consider the foreign-aid appropriations, to speak 
briefly in behalf of the St. Lawrence seaway project, which Senator:-Aiken and 
I have submitted to your committees in the form of an amendment, 

However, I tind myself out of the country—acquainting myself with the Euro- 
pean economic situation—at the time your committee consented to hear our 
presentation, so IT have prepared the attached brief for your consideration. Sen- 
ator Aiken has kindly consented to present it. 

I believe this project merits the support of your committees for the following 
reasons : 

1. The development of additional sources of iron ore, and the cheap trans- 
portation of this ore to the Nation’s steel mills, is of vital importance to the 
national defense program. 

2. The development of additional hydroelectric power facilities; particu- 
larly in the power-starved New England area, is of equal urgency defense- 
Wist 

3 order to make the foreign-aid program a two-way street, we must 
to the utmost the contributions which our allies can make to this 

in this case, iron ore from Labrador. 
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$. Canada, which would share in the cost of developing the seaway and 
share likewise in its benefits, is a NATO country. 

5. Unlike so many worthy defense and foreign aid projects which have 
come before your committees this year, the St. Lawrence seaway develop- 
ment would be self-liquidating. While the over-all cost would be in the 
neighborhood of $575,000,000, this sum would be returned to the taxpayers 
Within a reasonable space of time in the form of ship tolls and electric power 
sales. 

If this proposal was of purely sectional interest, | would not hesitate to 
ndvance it for the section involved comprises all of the Great Lakes States as 
well as the entire New York-New England community of States 

However, the seaway project is of paramount interest to the Nation, for it 
assures an expanding source of raw materials at the lowest possible transport 
costs for the burgeoning steel industry which itself is the very heart of our 
capacity to defend ourselves. 

For the above reasons, which are amplified somewhat in the attached brief, I 
respectfully urge favorable consideration of the seaway proposal 

Very sincerely, 

LAR Moopy, 
United States Senator. 


STATEMENT OF SENATOR BLAIR Moopy 


The United States is engaged in a tremendous mobilization program, the ob 
jective of which is to so strengthen our defenses and those of our European 
ailies as to deter communist aggression or to contain it should it be launched 

This program will tax our resources to the utmost. It will impose severe 
strains upon our expanding production capacity, and it will eat heavily into our 
reserves of raw materials 

The bone of our defense structure is steel, and the muscle is power. In both 
of these categories we are facing critical shortages. 

Thus it is that a project which for many years has been regarded as a useful 
and desirable adjunet te our national economy now becomes vital Never 
regarded as a luxury, it now becomes a necessity. 

Chere probably is not a Member of this Congress who has not heard all of 
the arguments for and against the completion of the Great Lakes-St. Lawrence 
seaway. Ll submit that the few arguments in opposition to it fade into insignifi 
cance and unreality in light of present circumstances 

So essential, in fact, is this proposed inland waterway to the defense program 
and to the establishment of an economic and military bulwark in Europe that 
its construction is urged by 

The Joint Chiefs of Staff 

The Vermanent United States-Canadian Joint Board of Defense 
The National Security Resources Board 

Secretary of Defense George C. Marshall 

Secretary of the Army Frank Pace, Jr. 

Defense Mobilizer Charles E. Wilson 

Chairman of the Munitions Board John D. Small 

Chief of Army Engineers Maj. Gen. Lewis Pick 

These esteemed: zentlemen were motivated, I believe, by the following con 
siderations: 

Expansion of the steel industry to an annual output of 130,000,000 tons under 
the mobilization program will increase iron-ore needs to more than 150,000,000 
tons annually. 

This will require importation of upward of 40,000,000 tons of ore annually, 
principally from Labrador and Venezuela. 

Since a substantial portion of imported ore will be destined for the steel mills 
of the Great Lakes area, which represent more than 70 percent of national 
capacity, the seaway would be the logical route. It also would be the most eco 
nomical—offering savings of $2 to $3 a ton over combination sea-rail transport 

Seaway coustruction would be economical of critical materials the entire 
project would require only 160,000 tons of steel, as Compared with 4,000,000 tons 
which the railroads propose to use in new construction in 

The seaway would greatly enhance the security of 1 
Canada as well as the countries of Western Europe 

It would afford a safe inland route for the shipment of iron or 
in wartime, a route comparatively secure against Soviet subr 
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The seaway would reduce exposure of trans-Atlantic shipping to enemy action 
by shaving 1,000 miles from the open-water route. 

The seaway would relieve congestion of rail facilities and coastal ports in 
time of emergency and provide an alternate route should enemy action disrupt 
or destroy existing facilities. 

Should the Sault Ste. Marie locks be rendered temporarily inoperative by 
hostile action, the seaway would provide a second avenue for the bulk move- 
ment of ore. 

A substantial portion of the so-called “hard goods” which the United States 
is sending to its North Atlantic Treaty Organization allies is produced in the 
Midwest. Transportation, either in American or foreign bottoms, would be 
cheaper via the seaway. 

Annual shipments of grain, averaging 10,000,000 tons, to European countries 
would move at substantial savings via the seaway route. 

Opening of midwestern ports to European vessels would contribute to the eco- 
nomic well-being of our NATO associates. 

I have contined my observations to the transportation phase of the St. Law- 
rence seaway project, leaving the hydroelectric power development to my es 
teemed colleague from Vermont. I wish to state for the record, however, that 
in my opinion, the power development project is of equal importance and is as 
urgently needed for the national defense as the seaway itself. 

In conclusion, I should like to emphasize once more the self-liquidating aspect 
of the seaway proposal. I submit that no other project which might be included 
in either the foreign aid or the national defense programs in the foreseeable 
future has this highly desirable attribute. 

Hindsight has shown us that the TVA project, which was conceived as a re- 
gional development, actually was in the national interest. TVA power made pos- 
sible the timely development of the atomic bomb. 

Let us use foresight in our consideration of the St. Lawrence seaway and 
power project. Let us not be too late with too little in the continuing emer- 
gency. 

Now is the time for action. 

Now is the time for national interest to prevail. 

Senator Aiken. Thank you, Senator. 

The Cuarrman. Thank you. 

Phat concludes our program for this afternoon. 

Dr. Witcox. Senator Douglas has inquired whether, in view of the 
fact that Senator Aiken did not realize it was an executive session and 
has given out his statement, the committee would object. under the 
circumstances, if he, Senator Douglas. would also release his state- 
ment. 

The CrHatrmMan. I am opposed to that. 

Senator Smiru of New Jersey. I think it is a mistake. It sort of 
puts the committee on a difficult spot. 

The CuarrMan. Some of the members want me to have a meeting 
tomorrow on procedure. I thought it would be better to wait until the 
House reports, which will be sometime today. 

Senator Smirn of New Jersey. I think we left that in your discre- 
tion. 

The Cuarrman. My discretion is that we do not have any meeting 
tomorrow. 

(Whereupon, at 4:15 p. m., the hearing was adjourned, to recon- 
vene on Monday, August 13, at 10:30 a. m.) 
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(A letter subsequently received from the Honorable Charles Sawyer, 
Secretary of Commerce, is printed in the record at this point.) 


THE SECRETARY OF COMMERCE, 
Washington 25, August 13, 1951. 
Hon. Tom CONNALLY, 
Chairman, Senate Foreign Relations Committee, 
Washington, D.C. 

My Dear SENATOR: Your committee in considering the mutual security pro- 
gram will perhaps deal with administrative arrangements to handle it Both 
the House and the Senate are considering S. 1166 and H. R. 3406 and H. R. 3697 
providing for the creation of a commission to study this subject, but on the chance 
that some earlier action may be strongly urged and that there may be pre 
sented to you a proposal to set up a new, over-all administration, I would like 
to present my views on this matter. What I say may have some bearing on 
the provisions included in H. R. 5113 with reference to a mutual security ad- 
ministration. 

I am well aware that some eminent citizens and some organizations have 
taken the position that we need a new, over-all independent unit at Cabinet 
level to administer foreign aid. I respectfully suggest that this plan is unsound, 
will create serious if not insoluble administrative and foreign relations prob- 
lems, and in the long run will produce an unbearable drain upon the taxpayers. 

I support unreservedly that thesis that in the world of today we have certain 
great responsibilities beyond our own borders; that we cannot be indifferent to 
the needs or the problems of other nations. I believe that the Marshall plan 
has accomplished great good, both actually and psychologically. I believe strongly 
in the possibilities of point 4 if carefully and wisely administered. I feel, 
however, that our hope should be, and our program should be based upon that 
hope, that our aid to other countries is temporary and not continuing and per 
manent. We are not strong enough nor wise enough to proceed upon any other 
theory. 

We shall certainly always need a Department of State, Defense, Justice, 
Treasury, ete. The existing departments, in other words, deal with problems 
which are inherent in government and obviously permanent To assume that 
we must now include in the regular government operation as a permanent 
feature aid to the other nations of the world involves an attitude of superiority 
which neither our experience, resources, or wisdom can justify. Nor will it 
do to say that if the need for this agency comes to an end the agency will come 
to an end. It will not work out that way. It would be safer to approach the 
problem from exactly the other direction—if over the years it appears clear 
that the temporary agency should be made permanent, it can then be made 
permanent. That is not clear today. It is as certain as the rising of the sun 
that once this permanent agency is established as a department of the Govern 
ment, We will never get rid of it. Once we have created this “Old Man of the 
Sea,” we shall have him upon our backs forever. 

There is at all times in agencies organized for purposes of aid or relief a 
tendeney to search for new avenues of expenditure It is a necessary evil 
which we cannot avoid. We should, however try to minimize it Furthermore, 
anyone familiar with the facts of life in Government operation is aware of the 
normal and irresistible temptation on the part of every agency to maintain 
and augment its own activities and its own budget. It is inconceivable that 
this new agency would be free from that temptation. This department of 
foreign aid, therefore, would grow more expensive from year to year. 

Those who adyocate this set-up are suggesting, in effect, an independent 
department of the Government whose sole job will be to pass out Uncle Sam’s 
money. Existing departments, although they spend money, have some incentive 
to save and not to spend it. This department would have no such incentive. 
Its incentive would be the other way. Inasmuch as it would deal only with 
foreign aid, it would feel—and properly so—that the responsibility for balancing 


the need for foreign aid and the demands of the domestic economy should be 
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left to others. Its role would be that of a vigorous advocate of spending. T 
have had occasion to observe in connection with export control the tendeney 
of those administering foreign aid to emphasize and not to minimize its im- 
portance. This is undoubtedly a natural tendency and perhaps one not to be 
criticized. It is, however, one not to be overlooked when dealing with the 
suggestion of a new, over-all permanent department of foreign aid. 

The excuse given by those who advocate one over-all agency is that it will 
avoid duplication and inconsistent programing. The theory is that this one new 
agency will take the place of all the others, or at least do all of the foreign spend 
ing Which has been done by other Government agencies. I venture the unquali 
lied prediction that no such result will follow: that this agency will not be in 
place of but in addition to all those already in existence. This is one of those 
theories Which sound plausible but which will not work out in practice. It is 
not to be expected that Interior will cease to spend money abroad in connection 
With mining, or Agriculture in connection with farming, in which respective fields 
these Departments have from long experience in other countries, as well as at 
home, become eminently qualified to operate, 

Chis suggestion has another fundamental defect It presents an impossible 
situation in the conduct of our foreign relations. I, myself, have been an am 
bassador abroad during a critical time and I cannot overstate the importance 
of having only one representation in a foreign country. Where duplication has 
been tried it has resulted in confusion, jealousy, and ineffective action. It is 
of course true that any agency which passes out large sums ef money will be 
popular temporarily with th country to which that money goes. It will always 
be said that a great work has been done. This very fact indicates that this pro- 
gram is unfair to the department of our Government Whose responsibility it is 
to handle our foreign relations. It is extremely difficult for the State Depart- 
ment to conduct negotiations with other powers when the Santa Claus role is 
handled by those who have no responsibility for those negotiations. Nor is it an 
answer to say that the agency handling the foreign aid will be subject in policy 
decisions to the over-all program of the State Department. Here, aguin, we have 
something which sounds fine but which is meaningless. Nor is it sensible to 
provide that in cases of disagreement the matter will be taken to the respective 
administrative heads in Washington for decision. There should be no. situa- 
tion created where disagreement is encouraged. What will happen, practically, 
is that the State Department representative, having nothing except his unadorned 
and unimplemented authority, will be inclined to follow the course of action of the 
aid administrator, grudgingly perhaps, or will engage in «a running feud under 
cover, Which can be of noe benefit Whatever to our representation abroad. 

Our foreign policy has been criticized because it is not simple and consistent 

Regardless of the validity of this criticism, it is unwise for us to embark 
consciously and deliberately upon a program which will make consistency and 
unity impossible. 

We have an urge to create a new organization or agency to meet evéry new 
problem. In my judgment, we should resist this urge. We should examine 
painstakingly the possibilities of carrying on through existing agencies any new 
tasks imposed upon us. This will not only conduce to consistent policy but will 
save untold millions of dollars for the taxpayers of America. I see no bene 
fit from deciding that ECA shall die promptly but from its ashes shall arise 
a new ECA under the name of Mutual Security Administration with more 
permanent status, greater prestige, higher salary ranges, and more authority 
to spend money and produce conflicts of foreign policy. 

If I am asked what practical program I would suggest, my suggestion is 
this: First, carry out the original ECA y;'an and have it terminate as Congress 
originally decided, on June 30, 1952. By that time its original function of 
restoration will have long since been magnificently performed. Second, | 
would set up in the State Department an agency whose task is to handle all 
foreign aid distribution, headed by an under secretary. I recognize that there 
ure many who claim that the State Department has not been sufficiently 
realistic and businesslike in its approach to administration. The answer to that 
point is Clear. Get a businessman to handle this matter, surround him with 
men of experience in the operation, and if further supervision is desired, have 
him operate within the State Department but with the advice of a board similar 
to the National Advisory Council, created by the Congress and now in being, 
upon Which may be represented those permanent Government departments deal 
ing With matters of finance and foreign economic programs, and, so far as its 
interests are involved, the Department of Defense 
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It has been claimed that we cannot secure top-level service for a position of 
this sort unless it is of Cabinet status. Aside from the fact that some of the 
second-string men in Government are at least as able as those of us operating 
at the top, I am certain that men of the very highest competence can be secured 
to head this operation. The same argument was made in connection with 
mobilization. I have proved in my own Department that men of great ability 
are willing to work within the framework of an existing permanent Govern- 
ment agency. The administrators of NPA and their associates are as devoted 
and competent a group as any who have ever given their services to the 
Government. 

While I have not been asked to testify on this matter, I appreciate the privilege 
of presenting my views by letter. 

Respectfully, 
CHARLES SAWYER, 


Secretary of Commerce 





APPENDIX 


NORTHWESTERN UNIVERSITY, 
Evanston, ML, July 13, 1951. 
Senator Paut H. DouGLas, 
Senate Office Building, Washington 25, D. C. 

DeAR SENATOR DOUGLAS: Since last writing you I have had an experience that 
prompts my writing again. In doing so I am further stimulated by the first- 
hand experiences I had in Pakistan, where the work I was doing, though not part 
of the point 4 program, bears a close relationship to it. 

The experience IT had was to listen to the Assistant Secretary of State in 
charge of the point 4 program. I regret exceedingly to have to say that my 
impressions were such that I am completely disheartened about the probable 
success of the program. I later made inquiry about the gentleman from people 
who have long known him in Oklahoma, and my misgivings are considerably 
strengthened by their comments. 

Che general tone of the Secretary’s speech was that we should build roads for 
the backward peoples. He seems to have great agony of soul over the fact that 
there is no highway from any point on the Red Sea to the West Coast of Africa. 
He also visited Ethiopia and reports that their budget is balanced both internally 
and externally and that the nation is doing well. However, he thinks that they 
also need more roads, and the implication was that a great deal of our point 4 
funds will go into road building. 

The Secretary may be a competent educator but I have great doubts about 
the point 4 program under his direction. 

It seems to me that there is a very simple test for determining whether tech- 
nological assistance should be given a so-called backward nation. First, is the 
particular matter something that has been recognized by the people themselves 
as a deficiency and have they seriously started doing something about it? If 
the answer to both parts of the question is affirmative, then it seems to me point 4 
aid is indicated. 

It would be most unfortunate if numbers of low-ranking assistants of the 
point 4 office in the State Department were to be sent abroad and come back 
with recommendations for aid that the peoples of the backward nations do not 
realize they need or possibly even do not want. Activity of this kind would 
make us no friends and would merely waste our money. 

Personally I hope very sincerely that someone can be appointed to head the 
point 4 program who can make a realistic approach to the problems and is able 
to appraise them in terms of the assistance rendered and the consequences both 
to the people that are helped and to ourselves. 

Cordially yours, 
Paut E. KLopsrec, 
Director of Research. 


NATIONAL FARMERS UNION, 
. Washington, D. C., August 3, 1951. 
Senator Tom CONNALLY, 
Chairman, Senate Foreign Relations Committee, 
Senate Office Building, Washington, D. C. 

DreaAR SENATOR CONNALLY: I am inclosing for the information and guidance 
of the Committee on Foreign Relations a copy of my statement to the House 
Committee on Foreign Affairs in connection with the Mutual Security Program. 
Inasmuch as your committee has not decided whether to hear public witnesses 
on this important proposed legislation, I am taking this means of bring our views 
to your attention. 
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By way of summarizing, I would like to invite your attention and that of your 
committee to the following recommendations that are included in the enclosed 
statement: 

1. The entire amount of $8.5 billion recommended by the President should be 
authorized for the foreign assistance program. 

2. The restrictions imposed by section 104 of the Mutual Defense Assistance 
Act should be eliminated in whatever legislation your committee recommends. 

3. In whatever legislation is written to authorize the Mutual Security Program, 
the different forms of assistance should be set off in separate titles, rather than 
having separate titles for the regional breakdowns. This is important to give 
our own people and those of other nations in the free world a clear understanding 
of our purposes. These majer titles should include: (1) technical assistance ; 
(2) economic development through (a) grants, (0) loans, and (¢) incentives to 
private investment; (3) relief and reconstruction, and (4) military end products. 

4. Greater funds than are ineluded in the President’s recommendation should 
be included for technical assistance. 

5. Grant funds for economic development should be increased by $1 billion 
over the President’s recommendation, this can be obtained by transfer from 
military assistance if section 104 is eliminated as recommended in 2 above. 

6. Consideration by the recipient government of necessary land reforms and 
other steps to increase human rights and democratic practices should be made 
a precondition of the extension of United States foreign assistance. 

7. I have recommended that in addition to the grant funds and military end 
products provided in the present version of the mutual security bill, that $1.8 
billion be established in a revolving loan fund for the Export-Import Bank and 
S800 million be established as a revolving fund for the World Bank to be used to 
finance foreign economic development. 

8. To encourage foreign financial investments by private United States firms 
and persons I am recommending a series of incentives and specific steps that 
would result in providing a favorable climate for such private investment. 

9. In addition to the Korean and Arab refugee relief authorizations recom- 
mended by the President 1 have recommended that you also establish a $50 million 
international relief contingency fund. 

10. The authorizing legislation should include a provision requiring that the 
United States administering agency make fullest feasible use of international 
organizations such as Food and Agriculture Organization. 

11. I recommend that the foreign economic assistance program be directed in 
some part and coordinated in other parts by an Overseas Economic Administra- 
tion established outside any presently organized agency or department of the 
Federal Government. 

2. I recommend that the Overseas Economic Administration be required by 
the legislation to make the greatest possible use through contract and otherwise 
of the services available in the Department of Agriculture, the Public Health 
Service, and other such substantive functional departments and agencies of the 
Government. 

I should appreciate an opportunity to present the position of the farmers union 
before your committee in open hearing. However, if that is impossible I should 
appreciate your incorporating this letter and the enclosure in your record of 
proceedings. 

My organization is greatly interested in helping to develop public support for 
the Mutual Security Program in addition to that of our own membership. Our 
efforts in this regard are, however, currently handicapped because your com- 
mittee hearings are closed and no record of proceedings, censored or uncensored, 
is being released each day. It is my considered opinion that when a congressional 
committee is holding hearings on a subject so vital to our people and to future 
generations, all possible information, with due regard to security requirements, 
should be made available daily through the public press. Only in this way are 
we in a position to keep our membership and field workers informed of develop- 
ments so that they can intelligently support the enactment of an appropriate 
Mutual Security Act. 

Sincerely, 
JAMES G. Patron, 
President. 
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STATEMENT OF JAMES G, PATTON, PRESIDENT, NATIONAL FARMERS UNION 


Farmers Union appreciates this opportunity to present its view on the Mutual 
Security Program being considered by your committee at this time. We want 
to commend your committee for the painstaking way in which you are going into 
the pertinent considerations. 

The problems before your committee have been subjects of a great deal of 
thought and discussion among the members and officials of the Farmers Union, 
Family farmers have come to recognize that in the world of today, we in the 
United States cannot obtain and enjoy peace, prosperity and democracy if these 
conditions are not widespread throughout the world. 

We want peace, prosperity and democracy not alone for Gurselves but for every- 
one else in the world. We feel that they are human beings just like us. We 
think that they share our hopes for peace, our desire for prosperity, and our 
faith in democratic principles. We realize, of course, that there are always a 
few power-hungry men in any country, that would like to take over autocratic 
and despotic powers and deny all liberty and freedom to the rest of the people. 
But with this exception, the great bulk of the world’s people, we believe, share 
our aspirations for prosperity, peace and personal liberty. 

These ideals can only be attained, for the long pull, in a world brotherhood 
of prosperous democratic nations living at peace with one another. This is an 
age-old aspiration of men of good will. It is the ideal we recommend to you 
as the proper guide in the formulation of the foreign policy of this Nation. 

The United States has the greatest responsibility among the nations of the 
world for consistent cooperative action with the other nations. Our responsi 
bility is greatest because our strength, power, and opportunities are greatest. 
We, therefore, urge that our Government take the lead in the speedy develop- 
ment of the United Nations and its specialized agencies into a constitutional 
world government of defined and limited powers. 

Although Russia has apparently done all she can to disrupt and discredit the 
United Nations Organization, she has not, fortunately, been successful. United 
Nations through the General Assembly, if not through the Security Council, has 
been able to take constructive steps. 

Although Russia has joined and tried to disrupt the United Nations itself, she 
has not for some reason desired to participate in the specialized international 
action agencies such as Food and Agriculture Organization, World Health Organi- 
zation, and UNESCO. This fact gives the United States a great opportunity. A 
successful demonstration of harmonious international cooperation in food and 
agriculture, World Health Organization, and the others would be in striking 
contrast to the frustrations and confusions currently characterizing the United 
Nations. Suecess in the specialized agencies would focus attention upon the 
obstructionist tactics of Russia and her satellites in the United Nations. 

Farmers Union urges that the United States continue to give full support to 
Food and Agriculture Organization and the other specialized agencies and to 
show a genuine desire to increase the United States’ contribution to such agencies 
as rapidly as the other members will correspondingly increase their contributions 

Family farmers are realists. They have to be. Every day they must overcome 
the stubborn and unpredictable forces of flood, heat, and storm. Family farmers 
depend for their livelihood upon the marvelous but mysterious forces of life, 
disease, and death. 

Family farmers have also had to be realists in the realms of economies and 
politics. Family farmers have found that they must extend their activities 
beyond their line fences to protect themselves. To meet this need they devel- 
oped our Nation-wide farm organizations, they adopted the private business 
cooperative technique, and cooperated with Government in farm programs in 
the general welfare. 

Family farmers inevitably approach the solution of problems in a tough-minded, 
practical way. I wish every member of this committee could attend our national 
policy-making Conventions and observe the high moral purpose, the patriotism, 
and the tough realism with which our delegates democratically work out a pro- 
gram they think will best help them to meet.their needs and fulfill their aspira- 
tions. 

HOW THE PRESENT SITUATIONS DEVELOPED 


During and immediately following World War IT there were encouraging signs 
that peace, prosperity, and the extension of democracy and brotherhood might 
emerge following the horrors of war. We, and our World War IT allies, were 
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winning, and finally did win, a long, hard war against three dictators—Hitler, 
Mussolini, and Tojo 

We established and operated the United Nations Relief and Rehabilitation 
Administration. We, and our World War II allies, established the United 
Nations. Many nations joined forces and established the Food and Agriculture 
Organization. Congress adopted the Employment Act of 1946, and went on 
record for economic stabilization, National Farm organizations in many nations 
came together and established the International Federation of Agricultural 
Producers. These are but a few examples of the many constructive things that 
we did. 

These attainments gave us some hope that further constructive action could 
be taken. My own organization, and our Nation, generally, attempted in every 
proper way to further the extension of democratic government and peace 
throughout the world. I am glad that we as a nation, and my own organiza- 
tion, were hopeful and that we acted upon that hope. 

But those hopeful conditions did not last very Tong It has become increas 
ingly apparent over the months since the cessation of hostilities of World 
War II, that the men who control the Russian state did not share our faith 
in democracy nor our desires for liberty, prosperity, and peace for all people. 

Instead, these Russian rulers seemed determined to further imperialistic, 
comimunistic aggression. Wherever the Russian Army was in occupation, the 
Russign overlords set up little totalitarian dictatorship governments, modeled 
upon the police system of the Soviet state and subservient to dictatorial di 
rectives from the Kremlin In addition, Russia tried by political, economic, 
and subversive methods to take over many other areas not occupied by the 
Russian armies. Some of these attempts were, of Course, successful. 

With the invasion of South Korea, it became evident for the world to see 
that Russia is fully willing to foment her puppets to resort to military aggres- 
sion to further her own selfish, imperialistic aims 

The despotic rulers of Communist Russia seem determined to pursue the 
imperialistic aims of ezarist Russia From the facts known to us, we can only 
conclude that Russia under the modern Kremlin like Russia under the Kremlin 
of the czars desires to expand in all directions with the aim of world domination 

They use the same hard-handed, cold-blooded, freedom-denying techniques of 
geopolitics, nade much more effective and terrifying by the adoption of modern 
methods of Communication, propaganda, and modern scientific and technological 
developments 

Modern militant communistic Russian imperialism has also adopted the 
Trojan horse techniques which Hitler used as a fifth column in the form of 
national groups who play mental tweedle-dee tweedle-dum with psychoneurotics 
and the frustrated of all economic levels. But Hitler's fifth column and Tojo’s 
East Asia coprosperity sphere, however, were amateurish tricks compared to 
the subversive techniques, false promises, and glittering lures that Russia today 
uses through native chameleons to ensnare additional peoples and additional 
areas. Even this, as bad as it is, is not the most compelling danger. 

Our basie concern is that the imperialist design of the totalitarian masters of 
the Soviet Union, is to destroy our homes, our farms, our industry, and to fasten 
Slavery upon our people. Our most compelling danger is that the ultimate aim 
of Russian imperialist expansion, if we do not stop it, is to take over the geo 
graphic area of the United States and bend its lands and its people to the purposes 
of the men in the Kremlin. 

Mhat is what the Russian rulers want to do to us and to all the people of the 
world, inside and ontside the iron curtain. That is the greatest present threat 
to the attainment of our aspiration for a world brotherhood of prosperous demo 
cratic nations living at peace with one another. 

I feel sure that the great bulk of the people behind the iron curtain share our 
aspirations for peace, prosperity and democracy as well as our abhorrence of 
war, totalitarian secret police and isolation from the rest of civilization. As long 
as this is true, there is always hope for an ultimate settlement 

But temporarily, the common people behind the iron curtain are largely blocked 
off by their totalitarian governments from cooperating with the people outside 
the iron curtain, For the moment they are helpless to help themselves. And 
we are unable now to provide enough of the kind of help they need to throw 
off their shackles. 

But we can give them an example of hope. We can demonstrate the values 
of democracy. We can beam broadcasts to them. We can be of help in a multi 
tude of other ways, but primarily the burden of giving the concepts of democracy, 
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prosperity, brotherhood, and peace a chance to survive and expand in the world 
rests upon us who are outside the iron curtain. 

Our Nation and the rest of the world may face a minimum of at least three 
more generations of this struggle between democracy and Russian dominated and 
inspired totalitarianism. Basically the struggle is a struggle for the control 
of raw materials and resources. Russia wants to acquire additional land areas. 
so it can take over the resources there and incorporate them into the Russian 
economic machine. Russia will continue to try to acquire control over more and 
more of such resources as iron, oil, aluminum, and the others that are the basis 
of modern industrial strength. This attempt to acquire control of more resources 
is at the root of their drive for geographical expansion which is backed up by 
the ideological struggle for men’s minds and the use and the threat of the use 
of armed aggression. 

The particular brand of totalitarianism against which we are pitted is one 
which preaches but does not practice, a glittering and attractive sort of material- 
ism which undoubtedly has considerable appeal to the poverty-stricken, the 
down-trodden, and the hopeless. This geographical and ideological aggression 
runs up and down like fever; it takes the form at one time of propaganda, later 
of diplomacy and at another time of armed conflict. There is every reason to 
believe these sporadic outbursts of aggression to obtain additional natural 
resources and win the minds of men by false promises will continue to flare up 
in one form and another at one place or another for many years to come. 

We may be approaching the end of more than a year of armed combat in 
Korea. War is still going on in Indochina. The military uprisings in the Philip- 
pines are an extension of this struggle between communistic totalitarianism 
and the forces of democracy. Such outbursts of military aggression may be only 
the prelude to full-scale world war, or, more probably, they are just the first 
few of a continuing succession of such events. 

Democracy can again defeat totalitarianism, if the people who believe in 
democracy have a will to win. But to gain the victory and lasting peace we 
must win both the ideological struggle for men’s minds and the military struggle 
for area supremacy. 


THE JOB BEFORE THE FREE WORLD 


While making the United States and the rest of the world outside the iron 
curtain strong militarily, we must also demonstrate that democracy, even under 
forced draft, provides the means to the material, as well as spiritual, improve 
ment in the lot of all the peoples of the world. 

The situation I have just described confronts the people outside the iron cur- 
tain with the necessity of building and maintaining a defense against aggres- 
sion while at the same time it is building the economic and political strength 
and understanding necessary to extend democracy, improve living standards, and 
establish an international brotherhood, 

Our efforts to build economic, political, and military strength start with what 
we have. To go somewhere, we have to start from where we are, even though 
it looks as if we could not get there from here. This means that your com- 
mittee must carefully examine the situation of each country that is outside the 
iron curtain. 

You have already received and will continue to receive the testimony of many 
experts. You have before you the committee print of basic data supplied by the 
executive branch. We have studied this material carefully. Without going into 
detail I should like to say that it largely substantiates my own observations in 
some of these countries coupled with information I have acquired in discussion 
with other members of the International Federation of Agricultural Producers, 
and the foreign observations of other officials of Farmers Union. The descrip- 
tions of “The Problem” appearing in each regional section of the committee print, 
are, as far as I can determine, accurate, if not entirely complete, appraisals of 
what the problems are in the countries of each region. 

With respect to the European appraisal I would add only three points. First, 
several of the European nations need to make improvements in their land tenure 
and land utilization patterns; second, international economic integration of 
European agriculture is an essential element of economic strength and increased 
agricultural productivity in the area; third, some European national governments 


heed to move more rapidly than in the past toward more democratie forms of 
fsovernment. 
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The committee print statement on the Near East and the independent coun- 
tries of northern Africa does not put nearly enough emphasis upon the need for 
land reform and for faster strides toward greater democracy in government, 
Land development, economic investments, and economic aid alone will not 
strengthen this area sufficiently in absence of educational, cultural, and insti- 
tutional changes required to see to it that basic understanding of democratic 
processes and the benefits of economic progfess and national defense are widely 
distributed among all the people. 

On this point I invite your attention to the report of a committee of experts pre- 
pared for the United Nations called “Measures for the Economic Development 
of Under-Developed Countries.” Chapter III of this bulletin covers these pre- 
conditions I have mentioned. Since this chapter is not very long, I should like 
to offer it for the record as a part of my statement (attachment A). 

The pressing need for properly sponsored reform of all the economic and so- 
cial institutions surrounding farming and farm life is also very great in Asia 
and the Pacific. These nations and our own Government have already done a 
great deal on this. I should like to invite your attention to several items which 
document our actions to further land reform. These items include: 

1. A copy of a letter I wrote to the Administrator of Economic Cooperation 

Administration on this subject (attachment B). 
2. An address of Secretary of Agriculture Charles F. Brannan before the 
Association of Land Grant Colleges and Universities (which was printed in 
the Congressional Record of January 17, 1951). 
3. Senator Sparkman’s address to the General Assembly of the United 
Nations in connection with a resolution on land reform that was adopted 
by the General Assembly. 
4. A resolution adopted on land reform by the fifth annual meeting of the 
International Federation of Agricultural Producers (attachment C). 

5. The address of Under Secretary of Agriculture, Clarence J. McCormick, 
before the council meeting of the Food and Agriculture Organization which 
met recently in Rome, which I am offering as attachment D. 

The committee print of basic data does not do full justice to the importance 
of the other American republics nor to the magnificent potential they have of 
helping out in the mutual job of building strength for peace, prosperity, and 
democracy. 

The need for reforms in the economic and social institutions of agriculture 
in Latin America is, again, largely overlooked in the committee print. In this 
matter, | invite your attention to a resolution adopted at Montevideo by the 
agricultural section of the Organization of American States. I offer a copy of 
this resolution for the record (attachment E). 

When we have examined the economic situation of the different countries 
outside the iron curtain, except our own, we find that none of them has the 
present ability to build the strength they need as rapidly as the world situation 
demands. We can assume and must demand that each of these countries do all 
they can themselves. But I feel sure that you will conclude, as I have, that we 
must help them to help themselves. 


BACKGROUND OF UNITED STATES DECISION 


This leads us to the question of what the United States should, and ean, 
do to help most effectively. That is the major question before your committee. 
It is a vitally important matter for the world and for the United States 

The family farmers of this country are not unfamiliar with the necessity of 
making decisions of the kind which face your committee and the Nation at this 


His 
time; nor are our family farmers unaccustomed to making such decisions. Let 
ne illustrate what I mean. 

A frequent occurrence within the farm family is the necessity of making a hard 
choice about how to use the proceeds of a particular cream check or the funds 
received in payment for a load of hogs. The money could be used to buy a couple 
of new dresses for the farm wife, a new suit for Pa and some extra toys for the 
kids, The same money could be used to build an addition to the barn that 
provide protection for some new machinery, for additional lives 
up more hay or feed. 

Quite often there isn’t enough money of the farm at one time to do both 

So a hard decision has to be made whether to protect the capital resources that 
have already been accumulated and that can be used to produce more income in 
the future and for a while do without the additional dresses and suits 
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and other family living goods. Even in good times the farm family must make 
countless decisions of this kind. 

It has been common throughout our history for voung farmers, and those who 
were not so young, to improve their barns before they improve the house the 
family lives in. And when you stop to think of it, this is not such a dumb deci- 
sion after all. With a better barn there is a possibility of lower costs and a 
higher income leaving a greater net from which to cover the cost of improving the 
home. 

In international affairs, likewise, we must decide whether to invest in those 
things that will protect us against aggression and build toward peace, prosperity. 
and the preservation and extension of democracy at the teniporary expense of 
the higher standard of living that might have been possible if the same effort had 
been put in peacetime pursuits. The question is, Shall we expand and strengthen 
the barn? The question is as simple as that, and as fundamentat. 

Out in my country, wolves are a threat to our livestock. As vou know our 
farmers and ranchers have not sat idly by and tried to accommondate them 
selves to the prospective of expanding numbers of this predatory beast. 

We have taken guns in our hands with a view to protection. And through 
our governments we have provided economic assistance and economic incen 
tives, in the form of bounties, to those who are willing to join our campaign 
against wolves, We haven't yet gotten rid of all the wolves, but we're keeping 
them under better control than if we had refused funds to pay bounties, 

The United States must play a major role in assisting the free world to 
resist the encroachments of the predatory forces in international affairs and 
to ultimately roll them back. Our aim must be to build maximum strenet! 
political, economic, social, and military—in the United States and throughout 
the free world. 

Fortunately, even under present circumstances, this aim dees not require ac 
tions that completely conflict with the kinds of progress we would want under 
more desirable circumstances to bring about the economic and political develop- 
ment that would lead toward sustained and widely distri uted abundance in x 
peaceful democratic world, 

Much that we must do to build a defensive shield against Russian-domi 
hated and planned totalitarian aggression will contribute constructively and 
pertnanentiy to the building of a better world even though considerable funds 
tre expensed in purely defense mobilization activities. It is unfortunate and 
tragic to rank and file people everywhere that such a large part of our stepped-up 
efforts tnust go into military defense. But in building those military defenses 
we not only build a defensive shield to protect the attainments we have already 
made, but we can also, if we are wise, make a vast net contribution to the wel 
are of the world. As a matter of fact, a large share of our domestic program 
and of our foreign assistance must be channeled into improving economic and 
political conditions if the military defense shield is to be as secure aus we would 
like 

SIZE OF THE PROGRAM 


Some of the witnesses who have appeared before yvour committee have said 
that the current need for defense expenditures and foreign assistance far ex 
ceeds our ability as a nation to provide. Although T have no particular argu 
ment with that point of view, Tam not at all sure that it expresses the really 
pertinent question that the Nation and your committee is called wpon to answet 
I feel quite sure, without examining a lot of statistics and financial reports, 
that the maximum physical and economie ability of our Nation to divert re 
sources and manpower from civilian goods to defense and foreign assistance, if 
total war were imminent, would very greatly exceed the proportion of su 
resources that wisdom would now dictate that we should so allocate 

So the really pertinent inquiry is, How large a total effort we should make 
and what proportion of the resulting total national output, would it be wise, at 
this time, to devote to domestic defense expenditures and foreign assistance? 

The present period of international tension will, in my opinion, last a long 
time. Meanwhile, life and progress must go on. This means that we should 
adopt the size of program that we think the Nation can accomplish in stride, 
year in and year out, without sacrificing the values and personal integrity which 
our defensive shield must protect. We believe that some such workable approach 
is more conducive to the building of maximum sustained military and economic 
strength than any other alternative. 

To arrive at the proper tempo, different people and different groups will make 
different sorts of calculations. What any of the calculations come down to is a 
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judgment of how much resources and how many man-hours we, as a mation and 
as individuals, are willing to put into the crusade for freedom 

We must all remember that it is our liberties, our prosperity and the prospects 
for peace that are at stake. We bave estimated what different rates of expendi- 
ture for foreicn assistance would come to in taxes for farm families in each of 
the income groups. Checking through these figures we have concluded that the 
President’s recommendation of $8.5 billion is moderate 

Your deliberations are being conducted during a period of uncertainty—uncer- 
tainty —uneertainty concerning the next moves of the Kremlin and also con- 
cerning the final outcome of the cease-fire talks in Korea. We must, however, 
realize that there is no security but insecurity Actually man never moves 
forwerd when searching for security. Only when he is daring does he have 
security. 

We must not allow our hopes for a Korean cease-fire to lull us into a feeling 
of false security. Even the genuine attainment of a secure and genuine cease- 
lire or armistice in Korea would not change the basic underlying necessity for 
the United States to contribute abundantly to building the economic and political 
strength and understanding required to move as rapidly as we can toward a 
world brotherhood of prosperous democratic nations living together at peace. 

It is our recommendation that the outcome of cease-fire talks not be allowed 
to affect the total amount of appropriations to be authorized for foreign assist- 
ance. With or without a cessation of armed hostilities in Korea, we recom- 
mend that the United States make an annual-investment of at least $8.59 billion 
in building an integrated economic and military strength of the free world. 

In the conduct of our foreign economic assistance programs, as much as pos- 
sible of the assistance should be extended through appropriate international 
agencies, A desirable corollary policy is that bilateral arrangements in the ex- 
tension of foreign assistance should be used only to the extent that international 
agencies cannot for some imperative reason carry out the proposed project and 
for the extension of economic aid beyond the capacity of the appropriate inter- 
national agency to expand rapidly enough to undertake. 


ALLOCATION OF FUNDS TO SPECIFIC PURPOSES 


While we do not think the total over-all authorization should be reduced even 
we ure able to work out a genuine cease-fire in Koren, we do recommend that 
the allocation of the funds among the different forms of foreign assistance should 
he shifted from finished manufactured goods—consumers goods and military 


‘ 
li 


end products to productive goods machine tools, assistance in building factories, 
developing new sources of power and raw materials, and provision of tech 
“assistance 

Accordingly [T have prepared two sets of recommendations: O 
eate the allocation of the SS.5 billion total that we recomunend 
cease fire can be negotiated in Korea The second set of fig 
tion among forms of assistance that we recotmmmend should be ar 
of a genuine cessation of hostilities, in Korea. 

The President’s recommendation was 86.5 billion for military aid and $2.2 
lion for other forms of foreign economic assistance. I am sure that the 
niittee will consider these recommendations carefully I am sure that vou 
insist that as much as possible of the projected aid be in the form of assistance 
to the other nations to build expanded plant capacity and to do their own pro 
duction with their own manpower and natural resources rather than in the form 
of end products such as relief, finished goods, and military end products. This 
is the only means by which we can help the free peoples to help themselves. I 
recognize, of course, that considerable amounts of foreign assistance must be 
in the form of finished goods to meet deadlines of military an trategzic ex 
pediencies that cannot awnit further economic cevelopment 
needed, but T hope that this can be kept to a minimum. 

For this reason the restrictions imposed by section 10 if futual De 


fense Assistance Act should be eliminated in whatever le lat ntnit 


s where 


tee recommends and the Congress enacts 
With the elimination of the restrictions contained in section 104, T belie 


,e 
that probably as much as one billion dollars could be shifted from the $6.3 bil 
lions for military end products to other forms of assistance without damage to 
the military defense programs of the nations to be aided is true, and 
assuming no Korean cease fire, this shift would result in S3. illion for non 
military assistance and $5.5 billion for military end preduets 

In case of a genuine cease fire in Korea, T recommend that a further increase 
of one billion dellars be tiade in the nonmilitary assistance h a correspond- 
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ing reduction in the funds provided for the granting of military end products. 
Acceptance of this recommendation would provide, in the case of a genuine cease 
fire in Korea, that $4.2 billion should be allocated to assistanee in forms 
other than military end products and $4.3 billion allocated to military end 
products for shipment abroad. 

Information that we have studied in meetings of the National Advisory Com- 
mittee on Mobilization Policy has impressed me with the very great rapidity with 
which our scientists and development engineers render existing models of tanks 
und airplanes obsolete. If the Russians are improving their models only half 
as rapidly, I would not want our side to get caught with a lot of our raw ma- 
terials already made up into obsolete airplanes and tanks and electronic devices. 

If we do get a genuine cessation of hostilities in Korea, I would like to see 
us concentrate more of our efforts both in foreign assistance and in the defense 
program here at home on resource exploration and development, expansion of 
productitve capacity, raw-materials stockpiling, and vocational and scientific 
education to build even more rapidly the underlying economic strength that 
will continuously give us the ability to produce greater quantities than we other 
wise could of the then most recent models. 

A genuine cease fire in Korea will give us an opportunity to put greater atten- 
tion on building fundamental economic strength with less of our efforts devoted 
to a feverish attempt to increase our supply of finished military goods in forms 
that may soon be obsolete. If we do not relax but shift the emphasis of our 
efforts, we can frustrate whatever aim the Kremlin has in trying to lull us now 
into dropping our guard. 


LEGISLATIVE SEPARATION OF FORMS OF ASSISTANCI 


We want to recommend that in whatever legislation is written to authorize 
the mutual-security program, the d fferent forms of foreign assistance should 
be set off in separate titles, one title for each of the following forms of assistance: 

(a) Relief and rehabilitation 
(b) Military end-products 
(c) Foreign economic development— 
1. Through private loans and investments, United States firms and 
persoms ; 
2. Through loans by the United States Government and its instrumen- 
talities and through international credit agencies ; 
3. Through grants from the United States 
(d) Technical assistance. 

Any foreign-procurement programs should be coordinated with economic- 
assistance programs. 

We feel that this suggested separation of the proposed bill into functional 
titles is an important consideration, both to make our basic aims known to 
other nations and to increase the understanding of the legislation by our own 
people. If the authorizations are separated in this way, all of us can under- 
stand better just what it is that we propose to do and we can keep a better check 
on the actual progress and accomplishments of different parts of the total 
program. 

For convenience of reference, I have here a brief table that summarizes the 
appropriations I am recommending for each of the different forms of foreign 
assistance. You will notice the two sets of figures, one based on “no cease fire in 
Korea” and the other based upon a “genuine cease fire.” 


tecommended appropriation 


Form of assistance 


No cease fire Genuine a 
fire 

Total $8, 500, 000, 000 $8, 509, 000, 000 

Technical assistance 164, 500, 000 300, 000, 000 

Grants for economic development 2, 873, 000, 000 3, 737, 500, 000 

United States contribution to economic development revloving fund ! 1, 400, 000, 000 1, 800, 090, 009 
Set eside to guarantee private foreign investments by United States 

eitizens 100, 000, 000 200, 000, 000 

Militery end products 5, 250, 000, 000 4, 250, 000, 000 

Relief and rehabilitation 212, 500, 000 212, 500, 000 


Loan funds not included in totals at head of columns. 
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You will also notice that I have not shown a recommended regional allocatien 
of the funds. This is deliberate. We do not agree with the basic concept under- 
lying the lumping of all the functions together regionally. We think it would be 
a mistake for regionalization to be the major structure of this proposed legisla- 
tion. In carrying out these programs we will not be dealing primarily with 
formally organized regional groupings of governments 

Almost all of our direct dealings will be with international organizations and 
with individual sovereign nations. We recommend that the major division of the 
legislation into titles be along functional rather than regional lines 


TECHNICAL ASSISTANCE 


The limiting factor in the provision of technical assistance is neither the need 
nor the available funds to make the expenditure, but rather the limited number 
of available technicians, and the speed with which we can develop a sound and 
effective program. TI would personally like for us to move a great deal faster 
than these limiting factors will allow. But taking account of these limiting fac 
tors, Which many who oppose the program will tell you ave a great more limiting 
than they really are, I recommend that the following amounts be made available 
for technical assistance: 


In case of no cease fire in Korea $164, 000, 000 
In case of a genuine cease fire 250. O00. OOO 


These recommended funds would be available for the type of technical assistance 
and technical collaboration programs as are currently conducted by the Office 
of Foreign Agricultural Relations in the Department of Agriculture and by the 
Institute of Inter-American Affairs, the Technical Cooperation Administration 
of the State Department and by the Economic Cooperation Administration. 

We recognize that there has been some controversy among those who believe 
strongly in one or another of these forms of technical assistance. Bach group of 
partisans seems to favor his own approach to the exclusion of the others—our 
attitude is that there is a place for the “services” type of technical istance 
performed by the Institute of Inter-American Affairs, along with the other types 
but we do not believe that our entire national effort should be channeled through 
this one device. There are several effective approaches ; our Government 
make full use of all of them 

It is also my recommendation that, in addition to the scientific and professional 
type of personnel that these programs are currently sending overseas, that the 
technical assistance work be augmened by working United States farmers: actual 
shop, factory and foundry workers; by typical United States citizens from all 
walks of life. These ordinary citizens would join into farm and village life in 
the other nations to pass on the magnificent skills that have made United States 
farmers and workmen the most efficient per man-hour of any people in the world 

Let me take a farm illustration to show you what T mean At the request 
of the Government of India, the United States Department of Agriculture has a 
trained United States extension agent working with a group of villager 
India. He has helped train a number of Indians and together they are teaching 
the local farmers how to improve their production by using the things they 
have—such as improved varieties and local legumes. In 8 years the farmers 
in those villages have doubled their wheat production and increased other crops 
almost as much. 

Unfortunately there is a limit to the number of men of this kind that we have 
sent abroad. So I would propose that we send a number of farmers over to 
help him. These farmers would live in the village, work closely with the 
farmers, and help them learn how to solve their own problems. They might 
help them form a cooperative, or a farm organization, or buy an improved bull, 
or bring in some better chickens. 

The same thing could be done with industrial workers and small-business men 

The rewards of this kind of program not only in the teaching of technical 
skills but also in people-to-people good will would be very large for each dollar 
spent. A few of our point 4 people are doing this with young farmers, and it is 
working extremely well. So we are speaking from practical experience. 

This program would also work in reverse. When the farmer came home after 
a year or two he would bring several of those farmers with him—men picked 
for their potential leadership ability. The Indian farmers would live on the 
farm of the American and some of his neighbors. 
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We should greatly increase the number of citizens of foreign nations that are 
provided with on-the-job training in the United States, and we should encourage 
them to stay here long enough really to acquire advanced skills and technical 
know-how. I doubt if our money is being well spent when we bring a foreigner 
over here and he stays only a month or 6 weeks. 

Language schools would, of necessity, have to be provided as would transporta- 
tion and subsistence. Here again, the returns in good will, international under- 
standing, and increased diffusion of technical knowledge and skills would far 
outweigh the dollar cost. 


FOREIGN ECONOMIC DEVELOPMENT 
Grants 


As you see in the table, I am recommending an authorization and appropria 
tion for grants-in-aid of foreign economic development of nearly $35 billion in 
case of a genuine cease fire. The “no cease-fire” total, $2.87 billion, is made up 
of the $1,673,000,000 recommended by the executive branch for economie assist- 
ance to Europe plus the $1 billion that is to be shifted from military end products 
by the elimination of section 104 of the Mutual Defense Assistance Act, plus 
the funds recommended by the President for nations in regions outside Europe. 
In case of a cease fire in Korea, we should put additional funds into resource 
exploration and development, plant capacity expansion, agricultural land de- 
velopment, and other forms of expanding and strengthening the basic economies 
of nations outside the iron curtain. In the total of $3%4 billion, I have included 
funds for additional land reclamation and development in southern Italy, 
farm consolidation and enlargement in southern France and elsewhere, and 
for economic development generally in the dependent territories of Africa. The 
remaining funds I have recommended in the event of a cease fire would be avail- 
able to provide financial encouragement to expanded economic development of all 
types in regions outside of Europe. 

Authorization in these amounts would allow the initiation of some really 
important economic development projects—projects that would be sound and 
practical applications of the kind of internal improvements continuously au- 
thorized in the United States throughout our 175 years of history since the 
Declaration of Independence announced the birth of modern democracy and 
economie evolution to the world. 

Our own internal improvements, the canals, and waterways, the land grants 
to railroads, the multipurpose dams, and the rest were very important contri- 
butions to the economic progress of our own nation as it pursued its “manifest 
destiny.” 

Similar good results can be expected in other nations from United States 
financed and encouraged economic development. 

The Congress should require that United States funds advanced for economic 
development be matched by local funds and/or economic goods or services in 
a ratio to be determined for each country by the President. Regulations 
and restrictions relating to these matching funds should be the same as 
those now required under the Economic Cooperation Act for the so-called 
“counterpart” funds. These “counterpart” funds should be used as a means 
of integrating the entire mutual security program with the total resources 
of the free world. Not nearly all of the jobs required to build economic and 
military strength and better political understanding require the use of dollars, 
In many cases “nondollar” counterpart funds can get the job done. Nations 
receiving aid should contribute according to their ability “counterpart” funds 
to be used in financing additional projects to further the purposes of the 
Mutual Security Act. We feel that this purpose can be attained through ap- 
propriate international negotiations under current regulations concerning 
counterpart funds but would represent a change in existing procedure and 
practice. This should be done in a manner consistent with the dignity and 
nationalism of cooperating countries. 

At least some part of the economic assistance funds extended to Europe, 
plus matching counterpart funds, should be earmarked for agricultural credit 
and technical guidance to further the aim of agricultural economic integra- 
tion of that area. A part of these funds should be available for short, inter- 
mediate and long-term agricultural production, farm enlargement and improve- 
ment and farm purchase credit. 

Another part of the funds should be available for the establishment of a 
West European Agricultural Commodity Stabilization Fund similar to the 
(Commodity Credit Corporation in the United States. Other funds should be 
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made available to initiate a crop insurance program for the area on a sound 
experimental basis. 

In no case should the entire cost of an economic development project be taken 
from the grant funds I have just recommended. As a matter of fact I would hope 
that the bulk of the costs involved in these projects could be financed with local 
private and governmental funds in conjunction with long-term loans obtained 
from an international development revolving fund of the World Bank and from 
loans advanced by the United States Export-Import Bank. 

I hope that if we establish the appropriate environment and special encourage- 
ment, there can be a surge of foreign investment on the part of private firms and 
persons of the United States on a basis mutually advantageous to our investors 
and the people in underdeveloped countries. The primary purpose of the grant 
funds I have recommended in this section is to facilitate and encourage as a sort 
of catalytic agent, the undertaking of economic development projects that can 
be largely financed in one of these other ways. 


Loans 


I recommend that this section of the proposed legislation authorize the use 
of $1,S00,000,000 in case of a cease fire, or $1,400,000,000 in case there is no cease 
fire, to establish revolving funds from which loans can be made for foreign eco- 
nomic development projects of the type described above. I suggest that at least 
$800 million in case of a cease fire or $400 million otherwise, be earmarked for 
the United States contribution to an International Economie Development Fund 
to be administered by the World Bank, provided that other nations will put up 
in total a somewhat larger amount. A part of this fund could be used to create a 
UN revolving fund for loans to cooperatives. The other one billion doliars would 
be an addition to the funds of the Export-Import Bank to make loans to further 
the purposes of the Mutual Security Program. The World Bank should not be 
restricted by the present requirement of securing its loan funds in the private 
investment market. 


ENCOURAGEMENT OF PRIVATE FOREIGN INVESTMENT BY UNITED STATES CITIZENS 


The economic development of our own Nation was largely done by private funds 
very greatly encouraged in many cases by governmental guaranties and Federal 
grants in aid. Federal guaranty of private loans and investments is an accus- 
tomed and accepted method of encouraging private investment to enter fields im- 
portant to the public interest where the risk is high. These same conditions pre- 
vail in respect to foreign investment for United States private capital. 

We have never hesitated in this country to provide encouragements and as- 
sistance to private investments in high risk enterprises if the public interest was 
thereby advanced. We should not hesitate now with respect to foreign invest- 
ment. We want and need private foreign investment, not for purposes of im- 
perialism or exploitation, but rather for sound economic developments for the 
benefit of the economy and the people of the areas where the investments are to 
be made, as well as for an outlet for some of the domestic United States savings 
that would result from a maximum production economy. 

To accomplish this, I recommend the following actions: 

We need to move as rapidly as we can to negotiate whatever t 
quired to aid nations in developing an environment in which private foreign 
investment has a chance for success, 

We should be willing, and I recommend that you incorporate in this Mutual 
Security Act, relief from double taxation of income produced in other countries 
by United States companies. 

In addition, it is my recommendation that you set aside a contingency fund 
of approximately $100,000,000 in case the Korean fighting continues, or of $200,- 
000,000 if the hostilities are brought to a genuine close, to serve as a fund from 
which losses incurred from foreign loans and investments, through no fault of 
the private company, may be reimbursed. Provided, however, that sufficient 
safeguards should be included in the legislative authorization to insure that the 
program will in no way guarantee profits or monopolistic control by United States 
companies, 


RELIEF AND REHABILITATION 


I recommend the United States should make its full contribution of $162.5 
million to the United Nations to finance the work of the United Nations Korean 
Reconstruction Agency. The total amount would be too small, even if it were 
larger, to do more than partially restore the war-torn people of Korea and their 
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economy. No expenditure, no matter how large, would make up for the heart- 
rending suffering of that courageous and war-torn country. This amount would 
represent the $50 million already appropriated plus the $112.5 million that has 
been requested by the executive branch. 

1 also recommend that the United States make its full contribution ($50 mil- 
lion) of funds required by the United Nations to reintegrate the Arab refugees 
in the Near East. 

We cannot foresee at this time what new developments may occur in other 
countries outside the iron curtain that may require the type of assistance I have 
recommended for Korea and the Arab refugees. So that we may be able to 
move into operation with the needed relief program without waiting for specific 
congressional authorization, I recommend that a foreign relief contingency fund 
of $50 million be established as one of the provisions of the Mutual Security Act. 
This would come to a total of $212.5 million for relief and rehabilitation purposes. 

With regard to these UN relief programs, I hope that our Government will 
exercise some close review of the staffing plans of these agencies. I am abso- 
lutely opposed to the development in New York, or any other headquarters, of 
a large staff of high-salaried men to mastermind these relief and rehabilitation 
programs. 

A large group of highly paid staff parasites in New York or elsewhere will be 
of no real aid to the war-numbed and homeless Korean people or the Arab refu- 
gees. I recommend that our Government insist upon a heavy allocation of the 
administrative budget to field operations and a stringent limitation on head- 
quarter office staff. Administrative costs of international relief should be kept 
toa minimum ; so a maximum is available for substantive expenditures. Workers 
employed for field work should be those who have a full knowledge of and 
sympathy for democracy and the needs and feelings of the unfortunate peoples 
who are being aided. For example, the field staff of the UN Korean Reconstrue- 
tion Agency should be made up, as far as possible, of Orientals acceptable to the 
Koreans. 

LAND REFORM 


The United States agency or agencies intrusted with the administration of the 
mutual security program should be required by the authorizing law to be pre- 
pared to insist that full consideration of necessary reforms in agricultural, 
economic, and social institutions should be given with respect to all phases of 
every project, or program of economic development and technical assistance that 
is approved. I again invite your attention to the recommendations included in 
my recent letter to the Economic Cooperation Administration, which I have 
offered for the record, 


ADMINISTRATION THROUGH INTERNATIONAL AGENCIES 


The agencies administering these programs should be required by the law to 
operate as much as possible of the authorized programs through the United 
Nations and its specialized agencies such as the Food and Agriculture Organ- 
ization. My organization looks upon these international agencies as the nucleus 
upon which a democratie world federation will one day be built. We should push 
these agencies to take on additional programs and functions just as rapidly as 
they can expand soundly to administer them. 

In some cases, the most effective way of enlisting the efforts of international 
agencies is a procedure whereby the Overseas Economie Administration would 
decide upon the specific project to be carried out and contract the job of doing 
the work to a selected international agency. The Mutual Security Act should 
authorize the use of this procedure. 


ADMINISTRATION 


Farmers Union concurs with the recommendations of many other groups that 
the administration of all forms of economic assistance authorized by the pro- 
posed mutual security act should be placed in a single unified agency outside 
any presently existing department or agency of Government. The new agency 
should absorb the personnel and functions of the EKeonomic Cooperation Admin- 
istration and of the Institute of Inter-American Affairs, the Technical Coopera- 
tion Administration and several other units in the State Department. Actual 
administration of the military end products should be in the Department of 
Defense, subject to general policy established by the National Security Board 
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and the President. This new agency should be built upon the existing structure 
of the organizations named by would be so reorganized that it will become an 
entirely new agency. 

Another principle of administration that should be required by the authorizing 
legislation is that the new agency shall make full and complete use through con- 
tracts and reimbursable working agreements, of the personnel and facilities of 
existing governmental departments and agencies rather than attempting to build, 
by transfers or outright hiring, entirely new and complete functional services 
within its own structure. 

Let me give an example or two. The various agencies of the Department of 
Agriculture are the world’s greatest depository of technical, scientific and pro- 
fessional knowledge and skill on all matters relating to farming and farm life. 
This Department, through its Oflice of Foreign Agricultural Relations, can bring 
to use by the new agency the full resources of this great group of agriculturists 
and of the cooperating land grant colleges, State experiment stations and exten 
sion services, 

We need United States agriculture, as such, to participate in the implementa- 
tion of programs. The Department of Agriculture, through its field offices, could 
do a great deal to provide for this participation and could do the work of inter- 
esting farm families in overseas technical-assistance work and could supervise 
the training of farmers from other countries brought to our farms by the 
expanded technical-assistance program I have recommended. 

The same general principle holds with respect to the Public Health Service of 
the Federal Security Agency. 

We should push out as much of this foreign economic development work as we 
can to the UN and to its specialized agencies. We should encourage these inter- 
national agencies to take on these additional duties just as rapidly as they can 
efficiently and effectively. Doing so will relieve our efforts of any stigma of 
imperialism. 

Provision should be made in the legislation for the appointment of a Public 
Advisory Committee on Foreign Economie Affairs and an Interagency Board 
made up of an official from each of the major Federal departments and agen- 
cies concerned with economic problems of foreign relations. 

This we believe to be the minimum foreign-economic-assistance program that 
the United States can with safety and good conscience undertake annually for 
the next several years. It is a program that is urged by humanitarian motives, 
moral principles, and enlightened self-interest. It is the minimum program that 
Wwe cain embrace to hasten the ultimate establishment of a brotherhood of pros- 
perous democratic nations living together in peace. It is the way to greater 
strength for democracy, prosperity, and peace. 

(Attachments A, B, C, and D are on file at the committee.) 


STATEMENT oF E. C. EARLE, COUNCID\FOR INDEPENDENT BUSINESS 


A searching analysis of section 509 indicates that it is not germane to the 
purposes of this act for the following reasons: 

(1) It will be difficult to negotiate a tripartite agreement with Britain and 
France because it will appear that the authority endowed the United States Gov- 
ernment by a law incorporating this section would enable the Government to set 
up a complete defense through superficial information and data that might have 
been recorded prior to the application for a patent in the case under consideration, 

(2) It is difficult to understand why it is proposed to give memoranda, written 
descriptions, or drawings which might have been filed in the usual course of busi- 
ness in the large integrated Government organizations on the same legal status as 
patents. 

(3) The exclusive remedy an inventor has under this section for an infringe- 
ment on his patent under these conditions is to bring suit against the Govern- 
ment of the United States in the Court of Claims. Apparently this means that 
an employee of the Federal Government can disclose the invention to any com- 
pany or individual and that company or individual can then proceed to violate 
the patent without any fear of the inventor being able to recover damages from 
him or it. 

(4) The practice if established by law would be dinmetrically opposed to the 
principles now in use in the adjudication of commercial patents. It is now the 
practice in litigation contesting the validity of patents to require proof of a public 
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use or publication at least 1 year prior to the filing of an application for the 
patent involved. 

(5) It permits piracy of the inventor’s concepts providing the invention has 
gone indirectly to the Government or if the inventor cannot establish absolute 
proof that he is the one who brought the invention to the Governmentt. 

(6) By throwing the case into the Court of Claims, where many inventors 
have been ruined by the many years that elapse before the case is adjudicated, 
it injects the possibility of delay beyond reason before the inventor can obtain 
a remedy. 

(7) The question arises as to why the United States Government with all its 
power and wealth requires a special program to protect itself against only the 
inventor. 

(8) It is contrary to the principles set up by the Constitution, article I, sec- 
tion S—Patent basic statutes. 

(9) The statement beginning after the period, line 1, page 16, “Except as 
otherwise provided by law, such teaching shall not impair the property in such 
information” is gratuitous and obviously untrue. Anyone with the slightest 
knowledge of patent law and litigation will realize that the statement by indi- 
viduals whether or not in the employ of the Government that they were in pos- 
session of the teaching prior to the granting of the patent would certainly weaken 
if not destroy the patentee’s claim. Furthermore, it is obvious that if such 
statements or testimony were instrumental in negative action by the Court of 
Claims, then the patentee would face the citing of this action of the Court of 
Claims as a defense and probably an effective defense against any action he 
might bring against any individual or company to defend his patent. 

(10) This provision would obviously have a much more damaging effect on 
small and independent businesses than it would on the giant integrated com- 
panies. Reason: The big company is equipped with laboratories and technicians 
and finances to develop original ideas and has a legal staff to protect these 
original ideas and developments before it takes them to the Government. The 
individual or small company, on the other hand, frequently does not have the 
funds or facilities to do this research and development and must of necessity 
disclose his ideas to some Government agency in order to secure a development 
contract. 

(11) This provision would obviously discourage individual inventors from 
taking their creative ideas to the Government. 

(12) It would serve to encourage the Government to build up a secret file 
to be used against inventors to save the Government from paying just claims 
against the inventor. 


SUGGESTED MODIFICATIONS SECTION 509, S. 1762 


Delete beginning after the period line 12, page 15, and continuing through line 
3, page 16. 

Delete section (d) beginning line 11 through line 16, page 16, and substi- 
tute for it the following: 


‘(d) This section shall not confer a right of action on anyone or his suc- 
cessor or assignee when the invention was made while 
“(i) the inventor was in the employment or service of the United States 
and was employed to invent and make an invention within the scope of 
the defined employment; or 


“(ji) the inventor was specifically assigned to a task having as it ob- 
devising, the improving, or the perfecting of methods or means 
‘olnplishing a prescribed result and made an invention within the 

the assignment.’ 


rHeE Pornr 4 PROGRAM ON BEHALF OF THE DetroIr Boarp or 
("OM MERCE 


The Detroit Board of Commerce, hereinafter known as we, representing the 
many vast and diversiljied industries and businesses operating within the Detroit 
area whose connections and investments are extended throughout the entire 
world, has been concerned for the past several years with the current postwar 
problems as manifested in the instability of the world’s currencies, dollar 
shortages, periodically recurring international economic crisis, the Cononmunist 
threat to the world peace and security, and the efforts and attempts by the 
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Nation in finding a solution or solutions that will end or alleviate the present 
world problems. 

The Detroit area is the center of mass production and the world’s largest 
producer of the industrial products destined for world markets. Members of 
this organization export over $1,250,000,000 in products each year to the markets 
of the world. This represents over 10 percent of the entire United States 
yearly exports. Detroit is likewise a major consumer of raw materials and 
products produced throughout the world. Over 300 imported items are needed 
for the production of a single automobile. 

While the economy of the United States and to some extent, the world, is de- 
pendent upon the strength and continued high employment of the mass pro- 
duction industries, the economic well-being of these industries, the city of 
Detroit and the State of Michigan is dependent upon a high level of international 
trade and a relatively free and competitive access to the world’s markets. 
Over SOO Michigan firms are engaged in some form of world trade and hun- 
dreds of other Detroit and Michigan tirms and industries, not actively engaged 
in exporting or importing, utilize raw materials from abroad or fabricate for 
firms exporting the finished product. It has been estimated that one out of 
every seven employees in the Detroit area is employed as a direct result of 
world trade. Retail and wholesale merchants depend upon the continued bigh 
purchasing power of these workers. 

The administration has asked Congress for $844 billion for foreign aid this 
year. If Congress accepts to administration’s request, Michigan will be ex 
pected to pay $407,150,000 or $64.60 per person and $150.30 per taxpayer. 

We of Detroit and Michigan fully appreciate the tremendous stake we have 
in world trade and affairs and in the attempted solutions to the current post 
and prewar problems now plaguing the world’s commerce, the world economy and 
the peace and seeurity of this Nation. 

On January 20, 1949, President Harry S. Truman first enunciated an idea for 
a new foreign aid program designed to aid the development of the backward and 
underdeveloped nations of the world. “Fourth, we must embark on a bold new 
prograin for mak ng the benefits of our scientific advances and industrial progress 
available for the improvement and growth of underdeveloped areas.” As a 
result of the intense interests of the members of the Detroit Board of Commerce 
in world conditions and foreign aid programs and as a result of the vast experi 
ence of the businessmen and industrialists of this organization in the field of 
international trade and investments, we respectfully request all interested ip 
the so-called point 4 program to review the following comments and suggestions 
representing the views of the board of directors of the Detroit Board of Commerce. 

1, We are completely in sympathy with the proposal by the President to assist 
in every practical way possible the development of the less developed areas 
of the world. Communism is not defeated by words, but by deeds. We must 
improve the lot of the peoples of the world where standards of living are below 
normal, We recognize that the point 4 program derives its primary importance 
from the national interests in the United States, as, therefore, an implement 
of national defense. 

We further realize as the various regions of the world prosper and progress, 
they will in turn become an ever-increasing market for American products in 
proportion as their resources are developed, purchasing power increased and 
standards of living improved. Thus a twofold benefit will accrue to both the 
less developed areas and to business and industry in the United States. <A high 
level of international trade means peace and prosperity for all 

American industry has been developed to a high standard of production. We 
have plants capable of great production which must be operated to their normal! 
capacity in order to employ American labor to the fullest extent and to make 
available their products to the various areas of the world in need of these goods 
for their own development and use. To have continued prosperity in the United 
States, it is necessary to seek sales in the export field. Many of the world’s 
markets are near their peak while others have not or have just begun to indicate 
their potentialities. In many cases they require power, water and transportation, 
etc., before they will be desirable or of potential value to American labor and 
industry. If propertly developed, the greatest markets of the world, hitherto 
virtually untouched, will rapidly become markets for American industry. 

The average citizen of Cuba purchased American goods to the amount of SOS 
per person per year, according to the Department of Commerce, 147. It is 
estimated that 2 million people in the western area where electricity, power and 
roads are available, buy 90 percent of the imports from the United States, while 
the people in the undeveloped area are buying approximately 10 percent. 
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In 1947 exports to Cuba totaled $491 million. The average purchase per person 
per year in the prosperous area is approximately $220. There are some 2 
million people in the prosperous area so they account for $440 million of the 
$401 million. If the purchasing power of the 3 million people in the backward 
areas were raised to the same level as those in the developed area, exports from 
the United States to Cuba would increase $631 million or to a total export per 
year of $1,170 million. It would seem apparent that in improving and develop- 
ing the backward areas of Cuba the United States exports would increase $698 
million per year 

If this can be done in Cuba for the 5 million population it would be apparent 
that the 20 million peoples of the Caribbean area, if given proper help for their 
development, would increase the amount of exports from the United States 
to approximately $254 billion. 

We also realize that the political stability of such areas will be definitely 
served as their resources and their economy are developed. It follows, therefore, 
that it is in the interests of the United States to implement the President’s 
program, 

2. We believe that the point 4 program should be thought of as an extension to 
the less developed areas of the world of American technical know-how and pri- 
vate investment, such as has been going on for years. Billions of dollars of 
American capital are now at work around the world, in many instances in 
cooperation with local capital, and is achieving the very results which the Presi- 
dent is seeking. 

We agree with the Presidant that a new emphasis should be given to this 
type of cooperation between American know-how and capital along with the 
skill and capital of overseas countries, with particular direction toward those 
areas that have vast underdeveloped potentialities and where the need for 
economic development is particularly great, and where raising standards of 
living will result in a stronger bulwark against the inroads of destructive politi- 
cal and economic ideologies. 

3. We recognize that there is a sphere for Government action as well as for 
private enterprise. Only if the two go hand in hand, each to its appointed task, 
will the hopes and ambitions held for the point 4 program ever be realized. 

In matters of health, port facilities, government, sanitation, education, and in 
other fields beyond the scope and authority of private enterprise, the United 
States Government has a tremendous field for action 

In working out programs for the development of basic services, such as agri- 
culture, sanitation, and vocational training, we support the methods developed 
by the Institute of Inter-American affairs that is, “services” jointly staffed and 
largely locally financed. 

t. We believe that there is also a semigovernment field for action in which 
such organizations as the International Bank for Reconstruction and Develop- 
ment and the Export-Import Bank have and can continue to perform an impor- 
tant role in the development of the various areas of the world in need of their 
services, 

We believe that the Export-Import Bank could further serve to implement the 
point 4 program in two ways: 

(a) By direct loans to developments in underdeveloped countries where it 
would be difficult or impossible to obtain the loans from private sources and 
where American engineering firms can prove to the satisfaction of the bank's 
officials that such loans are of a self-liquidating productive nature and are 
2 good business risk. 

(b) By the encouragement of private American capital in overseas invest- 
ments by means of the “Guaranty principle.” That is, by freeing American 
foreign investments from the risks other than the ordinary every-day risks 
involved in domestic investments. By this we mean, (a) freedom from the 
unusual risk of inconvertible currencies, (6b) freedom from the unusual risk 
of loss of investment in whole or in part on account of political contingencies 
such as coniscation, seizure, destruction, fluctuating and devalued currencies 
or forced abandonment due to the act of any government which prevents the 
further transaction of business. 

5. We further believe that a special committee consisting of American busi- 
nessmen, industrialists, and engineers, should be organized to assist the Export- 
Import Bank in its work of implementing the point 4 program. The Export- 
Import Bank should not approve any specific projects under this program until 
a report on that project had been filed by this committee. 

6. We are definitely opposed to any scheme for vast global spending on a 
Government level. We do not believe that the objectives of this program can be 
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achieved merely by pump priming the world economy with additional] billions of 
taxpayers’ money. While this Was hecessary during the immediate postwar 
years for the providing of funds for emergency relief for the War-torn nations of 
the world, such expenditures now would accomplish little in the way of perma- 
nent development or progress and could have a most serious adverse effect upon 
the economy of this country which is already heay ily burdened by taxation, 

7. We believe the term “backward and underdeveloped” is Wrong for it con- 
notes lack of progress. In many of these regions, to the contrary, there is great 
progress. It is only that this progress has but recently begun and the potentiali- 
ties are so great. <A hundred years ago the United States in comparison to other 
nations was likewise an underdeveloped area. There are, in fact, some areas in 
the United States today that could yet be classified as underdeveloped. 

We would like to point out that many areas will never develop, both for eco- 
nomic, political, and seographical reasons. To attempt to force development 
would be a costly mistake and would inevitably result in failure. 

8. We believe that this new program must be operated on a business level and 
not on a governmental level. Businessmen and industrialists in these countries 
generally have a more intimate knowledge of what is needed with regard to 
business and industry to bring about lasting improvement than do the govern- 
ments. 

We especially stress the need for help other than money. By this we mean the 
voluntary aid which could be given by American management in the way of 
technical help and know-how. It will be impossible for the United States Govy- 
ernment to act as other than a clearinghouse for industrial projects, Such proj- 
ects must be handled on an industry to industry basis, the details to be worked 
out by industry itself. 

Since industrial skills and modern technology are largely the possession and 
property of private enterprise, it is Submitted that the only way these talents 
can be put to work effectively is to bring the American entrepreneur into direct 
contact with his counterparts in foreign countries. 

. We believe that the obstacle of double taxation which faces private United 
States capital when it ventures out of the United States must be ended. Every 
dollar of private capital that goes abroad decreases by an equivalent amount the 
need for Government loans and grants. This flow of private capital should be 
encouraged rather than discouraged as is the case at the present time, 

10. We believe that some tax inducements might well be given to firms and 
individuals investing their Capital abroad. For example, an arrangement might 
be worked out and authorized by Congress whereby, through appropriate treaties, 
both the United States and any country which is host to any United States foreign 
investment would consent to accelerated amortization. for domestic income-tax 
purposes, of the actual investment required. We have in mind the 5-year write- 


off of war plants, privately constructed, which was provided for in tax laws 
curing World War II. 
In addition to a 100 percent write-off for tax purposes, of any approved foreign 


investment in facilities Within a maximum 5 years, we would also recommend 
the instantaneous write-off of any remaining balance in the event that, due to the 
outbreak of hostilities, in the host country, or in case of riot. revolution, admin- 
istrative decree or otherwise, the transaction of business becomes impractical, 

11. We believe that there must be changes in the United States customs and 
tariff laws. If United States firms are to invest abroad, they must import a vast 
amount of extraneous business material that always flows between the home 
office and subsidiary or branch plants. At the present time, outmoded United 
States customs regulations and laws restrict this flow of vital business material 
The law must be changed so that this material may be imported freely into the 
United States. 

Customs laws and tariffs in the United States must he made more conducive to 
the importation of goods from abroad. If we are to encourage production in the 
world, we are assuming a moral obligation to likewise open our doors to the 
purchase of this increased production. If we refuse to do this, then the entire 
program will falter and the world will again find itself involved 
major depression 

12. We believe that prior to taking any tangible steps for the implemer tation of 
the point 4 program, Congress Should pass the Meader bill which provides for the 
establishment of a bipartisan commission to investigate and report on Ways and 
means that unreasonable barriers to overseas private investments 
moved 
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If these barriers are discovered and removed, much of the need for Government 


assistance may be dissipated. We would like to Stress that business and industry 
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in many of the areas in question would welcome private United States cooper- 
ation and investment. These same groups in many cases would obiect to any 
industrial or business program worked out on a government to government level, 

15. We believe that during the present emergency we can make a significant 
contribution to the less-developed areas by not overlooking their needs. Many 
of these regions are in the midst of great development programs. Their con- 
tinued progress depends upon obtaining from this country the machinery and 
other requisites to expansion. We must make certain that these goods are 
available to sustain their economies and development by the granting of ex- 
port priorities. 


CONCLUSION 


In conclusion, we support the principles voiced by President Truman’s sug- 
gestions for a program to assist in the development of various areas of the 
world seeking and capable of sustaining such development. We respectfully 
urge all Americans to see that this program is worked out on a business level 
and not on a Government level, with exception of those instances in which only 
Government can render the aid needed. Only by so doing can the aspirations 
and hopes held for this program all over the world be realized without placing 
an undue and dangerous additional burden of taxation upon the American 
economy and the American taxpayer. 

I would like to take a moment now to briefly expand on some of the points 
set forth in our statement of policy on the point 4 program. A few examples 
taken from the hard crucible of practical experience may prove of value to the 
members of this committee. 

Business and industry in the city of Detroit and the State of Michigan are 
genuinely interested in the basic objectives underlying the point 4 idea. Since 
the President’s inaugural address the program has been hailed and acclaimed, 
condemned, and debated, and numerous proposals and plans have been orig- 
inated for the implementation of point 4. Unique among those interested in 
the President’s speech were the businessmen and industrialists of Detroit and 
the State of Michigan. Inspired by the leadership of internationally minded 
businessmen and industrialists such as John Coleman, president, Burroughs 
Adding Machine Co.; Charles O'Connor, president, Reichhold Chemicals Corp., 
and a host of others, they formulated their own local point 4 program—now 
known as the Detroit plan. 

There are many facets of the Detroit plan, but perhaps of primary importance 
has been the oversea tours. Each year 45 of Detroit's most important business 
and industrial leaders leave their busy desks for a 3 weeks’ to 1 month’s tour 
of a different area of the world. The sole object of these tours is to investigate 
and determine methods in which business and industry in this area can cooperate 
with their counterparts abroad by mutually pooling their capital, technical 
know-how, and management for the benefit of both areas. In Europe our group 
established three new plants and others are still in the stage of negotiating. 

We have just returned from South America, where we expect 8 to 12 new 
partnership arrangements between Detroit and South American industries. 
Whenever possible, these new manufacturing plants are established on a part 
nership basis with a parent plant in Detroit holding a minority interest of not 
more than 49 percent. 

I would like to submit at this time the story of the Reichhold Chemicals Corp.'s 
foreign operations. Herein you will find the details of the Detroit program as 
carried out by one company and some of the unnecessary Government obstacles 
encountered. Reichhold Chemicals Corp knows the problems to be encountered 
in oversea investment, as it has in the past few years established 11 plants 
outside the continental limits of the United States. 

A few months ago we outlined this program to business, political, and indus- 
trial leaders of six South American nations—so-called backward areas. They 
welcomed this plan wholeheartedly. In fact, both in person and in editorials 
in their newspapers they stated that what they wanted was private United 
States capital and technical knowledge to work in cooperation with that of their 
own land. This is the essence of the Detroit plan. They told us frankly that 
they hoped we would keep our Government at home. 

As an example of some of the unnecessary problems business faces when it 
ventures abroad, I would like to call your attention to point 11 in our statement 
of policy. This is the point pertaining to the importation into the United States 
of technical material. You cannot build a plant abroad and efficiently operate 
that plant without a continuous flow of extraneous business material between 
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import duties and the delays of clearing such matter through customs. The 
import duty on blueprints is 10 percent ad valorem. Does this mean 10 percent 
of the cost of printing the blueprint or 10 percent of the fee paid the engineers or 
architects? No one, including Washington, seems to be sure. Even with a 
reasonable interpretation of this duty, the importer will experience delays of 
from 2 to 83 days and up in clearing his blueprints through customs. Take the 
ease of Detroit firms with branches across the river in Canada. Advertising 
lay-outs and specifications brought from the Windsor office to the Detroit office 
for a final ©. K. by the advertising manager must pass through customs and 
duty must be paid though their stay in this country may be but a few hours 

These are all nuisances, but they are great enough to deter at least one top 
engineering firm in Detroit from establishing offices in Europe, and they now 
threaten a major plan by a Detroit concern, which plan is in accordance with 
the very ideals of point 4 and has been acclaimed by ECA officials. 

Allow me to cite but one additional case. The Nash-Kelvinator Corp. sometime 
ago decided to produce a technical motion picture on the servicing and assembling 
of Kelvinators. This picture was to be distributed throughout the Spanish 
speaking area of Latin America. Here was an excellent example of the exporta 
tion of technical know-how as advocated by the President. Since the picture 
was for distribution in the Spanish-speaking areas, Nash-Kelvinator arranged 
for production of the film in Mexico City in Spanish. This was accomplished 
and the film was distributed to Nash-Kelvinator dealers throughout Latin 
America Naturally, the Detroit office wanted a copy of the film for their files. 
An additional copy was ordered and shipped to Detroit with an invoice covering 
the cost of printing the duplicate. The film was cleared through customs and 
then the fun started. Customs officials spent the better part of three days quizzing 
the heads of this great Company on the entire operation relating to the production 
of this film in Mexico. Think of the loss in valuable executive time! Finally, 
Customs decided that dutiable value was the entire cost of filming down in 
Mexico. The Nash-Kelvinator Corp. paid duty on this basis. This, however, 
was not enough. The corporation was then fined several thousand dollars for 
making a false entry. That, gentlemen, gives you some idea of the problems 
private industry in the United States faces if they dare to venture abroad 

There are numerous other examples of Government-imposed impediments to 
private enterprise in its oversea operations. 

If the hopes and ambitions held for point 4 are to be realized, the task must 
be largely accomplished by private funds and private industry. This will save 
the hard-pressed United States taxpayer additional taxes and create more friends 
for this country throughout the world than if the point 4 
largely a Government-financed and operated proposition. 

Private enterprise, however, can only fulfill its appointed task if it 
from the shackles of needless and foolish Government 


the two offices At the present time, however, all such material is subject to 


program becomes 


is freed 
obstacles For this 
reason, we urge the adoption of the bill presented by the Honorable George 
Meader, H. R. 3978. It is the difference between exporting socialism or export 
ing free enterprise. 


ECONOMIC COOPERATION ADMINISTRATION 


There is no problem of modern times more important to the American people 
nor more confusing than that involved in the ECA program. We, in Detroit 
realize this perhaps more than any other area, for our current complicated inter 
national economic problems stem, to a large extent, from the great industrial 
revolution that originated in Michigan during the early part of this century. 
Europe's problem today is not, as many would have us believe, primarily a 
postwar problem. The fundamental causes of the current international economic 
disturbances go far deeper than any postwar period; and, if we are to find the 
solutions, we must seek out the basic causes. 

There are those that call it the problem of the “dollar shortage.” This is 
tantamount to calling a coated tongue a disease. The world dollar shortage, 
exchange controls, export and import licensing, blocked currencies, and all are 
but symptoms of the basic disturbances that had their origins back in the early 
1900's. 

When Henry Ford first initiated the idea of mass production and as this new 
principle of producing wealth was developed and exploited by the great engineers 
of the United States, so did they also set the stage for 


many of Europe's 
present-day problems. 





774 MUTUAL SECURITY ACT OF 1951 


The manufacturers of Europe, as well as in other areas of the world, did not 
choose to accept the new philosophy that emanated from these shores. When 
confronted with the competition in their old markets by the new producers of 
the west, they chose rather to protect these markets by means of monopolies, 
cartels, international governmental agreements, and now, finally, by means of 
socialism. In India and in other areas of the British Empire the English have, 
for example, taken numerous steps to prohibit the development of a trucking 
industry in the hope of thereby protecting the investments in British-owned 
railroads. This has and continues to be the traditional policy of many nations 
in Europe and throughout the world. 

The results of such policies were inevitable. Productivity in these countries 
declined in relationship to productivity in this country. The wants and desires 
of their people, however, kept pace with the rest of the world. The only way 
these wants could be satisfied in the face of losing their markets in the world 
was by utilizing their oversea investments. In short, by living beyond their 
means. These trends were apparent long prior to World War II. The situa- 
tion we find ourselves in today would have come about in time whether we had 
or had not a war during the 1940's. 

This, then, was the problem the Marshall-plan aid faced. There was, to be 
sure, another problem—the relief of war-torn economies. With regard to relief, 
no one can quarrel. An excellent job was done. However, with regard to the 
second objective of the Marshall plan—namely, the rehabilitation and the indus- 
trial recovery of Europe—the problems have not been solved, and we do not feel 
that this portion of the ECA program has been as well handled as might have 
been the case. Within the framework of this basic objective, the elimination of 
trade barriers in Europe and the creation of a great European market was vis- 
ualized. William Foster mentioned this in his testimony given before this com- 
mittee but a few days ago. He stated, “Real progress has been made in the 
long-term job of unification.” He did not mention in his speech, however, that 
European trade barriers today are higher than they were when ECA set up shop. 
Is this achieving unification? He did not mention that Belgium has a serious 
unemployment problem today because the products of Belgian industry do not 
have access to European markets. 

We have expended over $11,000,000,000 in Europe for the purpose of raising 
European production to the point where exchange controls can be ended and at 
least a relatively free trade established. 

During the past year our imports from Europe plus our foreign-aid program 
have been greater than our exports, so that Europe has been accumulating gold 
and United States currency. Is Europe utilizing this improved condition in 
her currencies to achieve the objectives of the Marshall plan, the lowering of 
trade barriers, and the elimination of exchange controls? On the contrary, 
Europe is now discussing and the United Nations Economic Commission has 
recommended that Europe raise the value of its currencies in order to take 
advantage of our present defense program. By so doing, it is reasoned, they 
would increase the price of the raw materials and products we purchase from 
them while decreasing the price of those products they need from us. No thought 
is given to utilizing this current advantage by removing exchange and import 
controls and to allow for freer convertibility of their currencies. It now appears 
that the benefits of American generosity would be used as a weapon against the 
donor. 

ECA officials mention the great recovery strides Europe has made. They can 
make a good case for this, as Europe, when viewed from some statistics, has 
made great strides. However, the picture is not as bright as one would be led 
to believe. First, all ECA statistics are based upon the prewar year of 1938. 
That is, at least all the statistics I have been able to obtain from the ECA office. 
1988 was a depression year, and in comparing statistics with this year even 
mediocre progress would appear relatively good. 

Second, Europe’s progress cannot be judged by European statistics alone. 
Her problem is her maladjustment with the United States. Her rate of progress 
must be greater than the United States, or at least as great, or else the same 
trend that has brought about her present difficulties is yet there and our ECA 
funds are but forestalling the inevitable day of reckoning. 

If you view European progress from this standpoint, you may not feel that 
the progress has been so great or even great enough to justify the vast expendi- 
tures already made by this country. 

A year ago we appeared before this committee to testify on the ECA program. 
There have been no significant changes in the past vear to justify a change in 
our viewpoint. At this time I would like to read that statement of policy. 
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STATEMENT ON THE ECONOMIC COOPERATION ADMINISTRATION Act ON BEHALF OF THE 
DETROIT BOARD OF COMMERCE 


Three years ago, the Detroit Board of Commerce, representing over 6,000 mem- 
bers in the Detroit area, presented through the chairman of its world affairs 
committee, Roy W. Gifford, a “brief” dealing with the proposed European-aid 
plan. This statement, prepared before the formation of ECA, consisted of 14 
major points. Inasmuch as ECA has now been in operation for 3 years, we felt 
that a careful study was in order by way of evaluating the progress made to 
date. At the time we presented our previous brief, we went on record as favor- 
ing a relief program, but expressed our concern as to the type of organization 
to be set up to handle this great sum of money. 

We stressed the following points: 

1. Concern as to whether or not we were taking on a permanent international 
relief burden or could we really bring about improvement in productivity and 
a resultant higher standard of living. 

2. Although early statements had stressed the dual objectives of relief and 
industrial rehabilitation, we were afraid that relief would be pushed at the 
expense of betterment in industrial methods. Let us quote one section from 
paragraph 3 of our original brief: “Only by the improvement in standards of 
living can the lasting benefits be obtained. To obtain a higher living standard, 
European manufacturers, farmers, miners, etc., must learn how to produce more 
per man-day.” 

3. We expressed concern as to whether or not the relief organization would be 
dominated too much by the State Department and at the expense of permanent 
aid to industry. 

4. We were also concerned as to the use of the funds derived from the sale of 
our merchandise abroad which are now called counterpart funds. 

5. We felt that recovery alone would never be sutlicient to accomplish the 
desired end, and we favored the use of American management and technical 
skill or know-how by European firms on an industry-to-industry basis. 

6. We felt that American industries should be encouraged to invest their 

funds abroad rather than limited, as seemed the intent at that time. 
7. We favored the greatest possible use of experienced American business- 
men both at home and abroad in obtaining the desired ends and stressed the 
point that, insofar as industrial help was concerned, the proposed organiza- 
tion should be largely a clearinghouse in order to pass upon carefully prepared 
reports and suggestions by American businessmen for aid to foreign industry. 
These reports and suggestions should be made only at the request of foreign 
industry groups. 

S. We also stressed the need for aid to higher education by the use of counter 
purt funds. 

COMMENTS AND SUGGESTIONS 


We do again endorse the aims of ECA and the general relief program and 
feel that under Mr. Hoffman, Mr. Harriman, and Mr. Foster an excellent job 
has been done insofar as temporary aid is concerned. Permanent industrial 
aid has, however, lagged seriously and unless changes of thinking and organiza- 
tion take place quickly we doubt very much the ability of the European nations 
to carry on after 1952 without continuing aid from this country. Ili the proper 
share of ECA and counterpart funds are used for permanent industrial aid, 
it will do more to promote private enterprise in those countries than could be 
done in any other way. 

With 3 years’ results of ECA activities and after extended study, we present 
the following comments and suggestions : 

1. We are more concerned today regarding the trends in relief versus perma- 
nent industrial improvements than we were 3 years ago. Actual figures of ex- 
penditures or allocations to date, as well as the type of organization now in 
existence in ECA, would indicate that political considerations make relief in 
the form of grants or gifts the No. 1 objective. Increased wealth can be pro- 
duced only by greater and more efficient productivity. Without the increase 
in wealth-producing productivity, we can never expect higher living standards 
which are so necessary in these European countries today. Furthermore, with- 
out this increased productivity, we are building a permanent relief program which 
will extend far beyond 1952. 

2. We firmly believe that, due largely to internal influences in ECA, plus 
pressure from governments abroad, the expansion of capital or permanent 
aid to industry has been pushed into the background. 
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3. Although the original objective of ECA was based on a 50-50 basis, our 
feeling is that the industrial aid has fallen far behind. The industrial section 
of the ECA was late in being organized and, other than the so-called “Cripps 
plan,” has accomplished little. We feel that ECA is governed too much in its 
activities by foreign governments who are most anxious to get into their direct 
control as much of the money as possible. Businessmen and industrialists 
in these countries generally have a more intimate knowledge of what is needed 
to bring about lasting improvement than do the governments. Furthermore, 
direct loans to sound industries will ultimately be repaid, whereas it is doubt- 
ful if any of our loans to governments will ever be repaid. 

4. We feel that the proper use of counterpart funds has been seriously neg- 
lected. There seems to be a lack of organization for this work in the Washington 
office and too little thought and understanding regarding the possible use of 
these funds in Europe. In addition, the methods for the allocation of these 
funds seem extremely cumbersome. Every dollar of counterpart funds, if again 
put to work, should make it easier on the American taxpayer. Reports as to 
the use of counterpart funds should be issued regularly by the ECA. 

The utilization of the counterpart funds in the 17 different ECA countries should 
be on a wider and more imaginative scale. These funds represent the money 
European businessmen have paid in local currencies for the purchase of goods 
Which the ECA paid the supplier an equivalent in dollars. The United States 
should have had complete control over the use of these funds. In accordance 
with the ECA Act, there is now dual control with the foreign governments. These 
funds should be utilized for the reestablishment and the promotion of multilateral 
trade, primarily in Europe and secondarily in other portions of the world where 
such trade would be beneficial to the reconstruction of Europe; for financing 
projects and making loans to European industries wherever such projects and 
loans would enhance European recovery; for meeting the expenses of ECA 
operations outside the United States; for the acquisition of strategic raw mate- 
rials necessary for the United States defense; for the acquisition of raw mate- 
rials and technical and industrial equipment for the production of raw materials 
necessary to the reconstruction of Europe; and for the improvement and expan- 
sion of educational facilities or any other productive product. 

>. We especially stress the need for help other than money. By this we mean 
the voluntary aid which could be given by American management in the way of 
technical help and know-how. It will always be impossible for ECA to do other 
than act asa clearinghouse for industrial projects—they should be largely handled 
on an industry-to-industry basis, the details to be worked out by industry itself. 

6. The ECA Act clearly shows that Congress fully realized the importance of a 
European industrial revival on a more efficient basis when they specifically stated 
in the act that over a billion dollars of the first year’s appropriations was to be 
for direct loans to industry. The Economie Cooperation Administration diverted 
these loans to foreign governments, apparently because no industrial planning 
has been made. 

7. An analysis of ECA operations indicate that there are far too few experi- 
enced businessmen in top positions in the Administration. We realize they are 
sometimes difficult to obtain but without experienced men, the results can never 
be obtained. This applies to ECA, both at home and abroad. 

8. We feel that education is one field in which the ECA counterpart funds 
could be used to advantage. England, for example, has fewer students in its 
colleges and universities than does our State of Michigan, and the students are 
drawn from, in most cases, the classes that are not interested in industry. This 
broader need for education extends to engineering, the professions, and agricul- 
ture, 

. We believe in the plans behind the organization of the Anglo-American 
Productivity Council and their intention to bring about the exchange of visits 
between British and American manufacturers, engineers, workers, etc. We do 
not believe that this in itself will accomplish the desired end as it is altogether 
too slow. We feel we must go beyond the visitation stage and bring about single 
industry-to-industry cooperation whereby American firms wil! individually work 
with English firms supplying our know-how, management and sales ideas. We 
favor the extension of this general plan to the other ECA nations, 
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CONCLUSION 


In conclusion, we feel that ECA as now organized, is dominated too much by 
political considerations and would be better if it could be divided into two separate 
agencies with separate appropriations, If this is not possible, then ECA should 
be divided internally and the money appropriated should be definitely earmarked 
for general aid (political) and industrial aid. 

The expenditures already made and those suggested for the next fiscal year 
constitute an extremely heavy burden of taxes on top of an already dangerous 
budget. Unless permanent benefits can be obtained, we are in danger of seriously 
Weakening our own economy. 


STATEMENT ON BEHALF OF AIRCRAFT INDUSTRIES ASSOCIATION 


The Aircraft Industries Association submits that section 509 (b) of the pro- 
posed Mutual Security Act of 1951 should be amended by deleting the following: 
“In addition, in any suit for damages for use or disclosure of such informa 
tion, any written description, model, drawing or other recorded teaching in the 
files of any department or agency of the Government, which 
“(i) has a provable date before the disclosure to the United States by the 
owner thereof of the information upon which the suit is based, and 
“(ii) constitutes a sufficient description of the information disclosed upon 
which the suit is based to enable others to practice or employ such informa- 
tion, unless such teaching consists of information obtained directly or in 
directly from the owner of the information upon which the suit is based, 
shall constitute a complete defense for the Government against the claim for 
compensation, Except as otherwise provided by law, such teaching shall not im- 
pair the property in such information.” 

This amendment is urged for the following reasons: 

(a) Section 509 (b) is intended to provide an additional remedy by way of a 
claim against the United States Government that is not provided for in the present 
Court of Claims Act (28 U.S. ©. 1498). The Court of Claims Act is limited to 
claims for compensation for use of patented inventions by the Government 
Whereas section 509 (b) provides for claims against the Government for the use 
or disclosure by the United States of information not available to the general 
public. 

The Court of Claims Act gives the Government the right to avail itself of any 
and all defenses, general or special, that might be pleaded by any defendant 
in a patent-infringement suit but does not give the Government the right, as 
an additional defense, to use any written description, model, drawing, or other 
recorded teaching in the files of any department or agency of the Government. 

It is not thought that, as to information contemplated by the program, the 
Government should be in any more advantageous position than it would be in 
the defense of a patent suit. 

(b) If the Government has “information” available in its files, then, that infor- 
mation should be made available and disclosed by the Government rather than 
the information obtained by the Government from individuals or industry, under 
the Mutual Security Program. To do otherwise would be to permit the Gov- 
ernment to plead as a defense the information contained in its own files ‘and 
thereby permit the Government to pit one owner of information against another 
owner of information to the detriment of both 

(¢c) Section 509 (b), as now written, places the Government in a favored posi- 
tion by establishing secret information in the hands of the Government as having 
the same evidential value as a publication would have in the hands of a private 
litigant who does not have access to such secret information. 

(d) The Patent Subcommittee of the House Judiciary Committee has pre- 
viously considered bills designed to amend the Court of Claims Act by inelud- 
ing the right to plead as special defenses for the Government the information 
contained in its files. One such bill is H. R. 3929, Eightieth Congress, second 
session. Up to the present time the Congress has refused to enact such legisla 
tion for permanent requirements, and, therefore, there is no reason seen for 
enacting such legislation in connection with the Mutual Security Program. 
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(e) The enactment into law of a provision such as section 509(b) as it now 
stands would deter rather than encourage manufacturers to furnish confidential 
information to the Government under the Mutual Security Program, because 
the possibility of recovering any compensation for the furnishing of such infor- 
mation to the Government would be substantially reduced. 


AMERICAN CHRISTIAN PALESTINE COMMITTEE, 
New York, N. Y., July 24, 1951. 
Hon. JAMES P. RICHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN RICHARDS: You have been kind enough to inform us that, 
in lieu of oral testimony, your committee would accept a written statement from 
us aS spokesmen for the 20,000 members of the American Christian Palestine 
Committee, regarding the Mutual Security Program now under consideration by 
your committee. We wish, therefore, to place on record here the views of 
our committee with regard to title 2—the provisions relating to economic assist- 
ance to the Near East and Africa. 

The emergence of the State of Israel in the Middle East has evoked our deep 
sympathy and support. For the return of the long-dispersed Jews to their ancient 
Promised Land is a manifestation of the divine purpose working through human 
history. Moreover, in the terms of our own time and its problems, the rebirth 
of Israel has a profound significance: It brings to a dormant region of the earth 
the best in the democratic tradition of the West. 

In an area still struggling to free itself from the vestiges of feudalism and 
tyranny, the new Israel is being built on a basis that is sound from the social, 
economic, and ethical points of view. It is mature enough in its political under- 
standing to be free from the irrational xenophobia that is one of the underlying 
causes of unrest from Iran to Egypt. It is, we are convinced, a natural ally 
of the free nations to whose security in the threatened Middle East it can 
contribute in no small measure by means of its uniquely high standard of tech- 
nological skill and its trained and hardened youth. 

American aid to Israel seems to us thoroughly consistent with the tenor of 
our entire foreign assistance program in recent years. Israel is a young and 
promising democracy; it needs and deserves our help and will richly recom- 
pense us. But our help is needed with special urgency because of the vast humani- 
tarian task Israel has taken upon itself in absorbing hundreds of thousands of 
Jewish refugees from Europe and the Middle East. Even a well-established 
economy could not easily withstand the impact of this sudden expansion. Israel, 
for all its present difficulties, has in the past proved its ability to make swift 
economic adjustments. We believe, therefore, that it is imperative that Israel 
be included in the mutual-security program and that the sum finally assigned to 
it be fully commensurate with its great needs and great potentialities. We 
append herewith a letter sponsored by our committee and widely published in 
the press throughout the country in support of the McCormack-Martin and 
Douglas-Taft bills to authorize a $150,000,000 grant-in-aid to Israel. 

It seems to us fitting and proper that the vardstick of great need be applied 
as well to the grants to be assigned to the Arab countries and the resettlement 
of the Palestine-Arab refugees. The sensitive and troubled area of the Arab lands 
needs large-scale irrigation and reconstruction programs, which alone can raise 
the standard of living of their depressed masses and insure stability and peaceful 
development. 

As the Clapp Commission has pointed out, the solution of the Palestine-Arab 
refugee problem can best be worked out in conjunction with the execution of 
needed public-works projects in the Arab countries. We have been deeply moved 
by the plight of the refugees which many of us have seen and studied at first 
hand and which seems to us particularly tragic because it need not have been 
and was not desired nor caused by the new State of Israel. The passage of time 
and the changes it has effected has made repatriation of the refugees so difficult 
that it is almost impossible and far from desirable. We believe with the United 
Nations Conciliation Commission for Palestine that, “having the best interests 
of the refugees themselves in mind,” we must concentrate on the resettlement 
of the refugees in the Arab countries. We cannot overemphasize how great a 
contribution to Middle East peace and stability will be made by successful reset- 
tlement along these lines. 





MUTUAL SECURITY ACT OF 1951 779 


We trust that out of your deliberations there will emerge an adequate program 
of American aid to the Middle East aus a whole, to the Arab refugees, and to the 
dynamie new democracy of Israel in particular. 

Respectfully, 
Dr. Henry A. ATKINSON, 
Honorary Chairman. 
Rev. Dr. DANIEL A. POLING, 
Cochairman, 
Dr. SAMUEL Guy INMAN, 
Vice Chairman. 
Dr. CaRL HerMANN Voss, 
Chairman, Executive Couneil,. 


STATEMENT OF GEORGE D. RILEY, MEMBER, NATIONAL LEGISLATIVE CoM) 
AMERICAN FEDERATION OF LABOR 


It is not the intention of the American Federation of Labor to bring to the 
joint discussion between the’ Committees on Foreign Relations and Armed 
Services any testimony as to the necessity for the construction of the St. Law- 
rence Seaway. The American Federation of Labor does not believe that this 
subject is pertinent to the main issues of the hearing. 

However, inasmuch as it has suggested that the construction of the seaway 
be included in the proposed ECA legislation, the American Federation of Labor 
desires that it be known your two committees declined to include in the legis- 
lation any reference to the seaway and that, further, the Committees opposed 
any effort on the tloor of the Senate to introduce the seaway as a fit topic for 
consideration. 

We wish to take this opportunity, for the information of the newer Members 
of the Senate, Who may not already be acquainted with the traditional and 
historical position of the American Federation of Labor, to restate our stand. 
We have opposed and continue to oppose construction of the St. Lawrence proj 
ect. Other committees have full and complete hearings on the reasons for 
our withholding support from this enterprise. 


SAN FRANCISCO, CALIF., August 12, 1951. 
The Honorable Tom CONNALLY, 
Chairman, Foreign Relations Committee, 
United States Senate, Washington, D. C 

My Dear SENATOR CONNALLY: I appreciated receiving a telegram from Mr. 
Cc. C, O'Day, clerk of the committee, advising in respect to the mutual security 
legislation that “in view of the desire to expedite Consideration of the bill 
and in view of the fact that the House committee has held extensive hearings, 
it would not be possible to hear witnesses other than Government representa- 
tives”, and inviting me to submit a statement. 

In view of the fact that absence from the city prevented my appearing at 
the assigned time for hearings before the House committee, it will be greatly 
appreciated if this letter may be inserted in the record. 

Thus far, in the consideration of foreign aid legislation from the adoption 
of the ECA Act to the present time, vour committee has been too unaware of 
a powerful instrumentality which could have been more fully utilized in aid 
of American foreign policy. I refer to American private enterprise which 
more than any other force in economic history has carried industrial produc- 
tion to its highest peak of achievement. Without losing sight of aspects of 
private industrial operations which have needed and will continue to need 
regulation by law in the interests of general welfare, it nevertheless can be 
accurately, said that the highest material achievement of Contemporary American 
civilization is the solution of the problems of production. American production 
won both World Wars, in the final analysis. Russian realism recognizes this 
factor, as reflected by Joe Stalin’s quiet toast at Tehran ‘To American 
Production”. 

It is respectfully submitted to your committee, that legislation to date has not 
made a sufficiently clear distinction between what the Government is capable 





780 MUTUAL SECURITY ACT OF 1951 


of doing by way of improving world living conditions, increasing employment, 
and developing mutual trade and prosperity as the permanent barrier to totali- 
tarian communism, and that which the forces of individual initiative can accom- 
plish in developing these same conditions. Government-to-government loans and 
grants have dominated the scene, subsidizing nationalization of industry, at 
points in the world picture where it was failing of its own sheer incapacity and 
weakness in the testing ground of experience. This is not a drive against 
nationalization, which has its place in the sphere of economics as we ourselves 
well know in this country from experience with public power in undertaking 
tasks and creating an abundance of energy where the basic construction had 
heen too great for private enterprise in the past, but the object is to focus your 
attention on the essential fact that individual liberty is indissolubly linked with 
the preservation of private initiative and enterprise. 

Even in countries which are popularly and somewhat erroneously referred to 
as those in which nationalization has swept the land—England and France—it 
is conceded in almost all circles that the great mass of production is achieved 
by private management, variously estimated in England and France (depending 
upon Whether one uses employment, quantity of goods, or dollar value as bases 
for determining production) at 65 to 85 percent of annual production. This is 
in spite of nationalization af a number of industries, 

Thousands of industries in private management from the smallest to the 
largest, in the countries which we have aided, have cried out for individual help 
and collaboration in the form of technical know-how, machine tools, and tech 

equipment and capital, but these are to a very large extent voices 

in the wilderness where the atmosphere created by government-to- 
ernment loans and grants gives all the breaks to nationalized industry. If 
‘investigation of our foreign-aid operations went into sufficient detail abroad 
‘e the American public cannot actually see what happens and no American 
available to turn the searchlight on these operations) you would find 
that wherever it came to a choice in the allocation of field materials and valued 
equipment between a nationalized industry and a private industry, the Govern- 
ment employees who nade the decision abroad for a country receiving our aid, 
would, of course, give the preference to their own government operation. I do 
not deny the fact that enormous aid has sifted down to the private industrial 
level to the great benefit of the economie life of each country, but I do deny 
that the natural instrumentality of in¢reasing industrial production abroad has 
been utilized to a measurable extent Commensurate with its true powers, and I 
deny that Government employees of the State Department, ECA, or any other 
organization which can be devised, can ever achieve production in the foreign 
field no matter how good their intention or how much of the taxpayers’ money 
they spend. 


t 


This statement may definitely be qualied in certain fields of activity where 
the Government does possess the know-how, such as the fields of soil conservation, 
forestry, game and wildlife, animal husbandry, customs and tax-collection meth 
ods, Federal Reserve operations, Coast and Geodetic Survey, to a limited extent 
seological and mining surveys, analyses of national resources, public health, sani- 
tation, irrigation, and school management. Staffs and techniques in these and 
other fields peculiar to Government experience are indeed available for techno- 
logical aid, but in the field of industrial production it can be said almost without 
qualication that not one man can be produced capable of starting an industry, 
developing an assembly line, and really turning out the goods. 

Even the employment of experts borrowed from industry and operating on the 
end of a string pulled by someone in the State Department cannot possibly achieve 
the creaton of an industry abroad, and too often the appointment boils down to 
the employment of a friend ef someone having the employing power to go abroad 
on an interesting junket, full of hope and inspiration and desire to help the world. 
Washington is full of excellent surveys of all of these varying conditions abroad 
which could be improved by production and employment. The world has been 
dressed and undressed in recent years until we really know all about it, but the 
situation is a little like that at one of the big prospective dams so desperately 
needed in India. The dam has been dedicated twice at great public ceremonies 
but not 1 yard of earth has been moved. Communism creeps into the frustration 
which follows failure. 

Only in one small section of the Economic Cooperation Administration Act has 
there been any serious effort to channelize the power and know-how of private 
production in the United States in aid of the hopes and aspirations of desperate 
humanity in areas of the world where a pitiably small amount of foods and world 
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goods would change the whole way of life and, above all, give hope and something 
to look forward to. I refer to the guaranty clause of the Economic Cooperation 
Administration Act (22 U. S. C. 1509 (b)) in which the Government offers a 
guaranty against the inconvertibility of the investment and against confiscation 
and seizure. The theory of the guaranty clause, broadly speaking, is that if 
certain political risks in a world in revolution are assumed by the United States 
Government (in conjunction with concommitant commitments in bilateral treaties 
or other unilateral undertakings by a foreign government receiving the benefit 
of the investment), industry and private sources of capital can and would assume 
an increasingly heavier proportion of the workload abroad in establishing 
successful industries in partnership or collaboration with nationals of the othe 
countries. Private enterprise works on the incentive basis, f which 

has not vet found a successful substitute, and the incentives 


investment cannot be recovered in the currency of this land 
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It would seem that we do not trust the ver 
the greatest wealth in the economic history of the 
or afraid to do for others what England, France, G 
did for us when we were an undeveloped country 150 ) 
capital, know-how, and techniques in this wilde 
program which Yankee inventive genius carried far 
the mother and father of the industrial revolution—Engl: 

This is an appeal to your committee to see that the pring f the guaranty 
are written fully and plainly and generously into your new legislation as an open 
invitation to industry to bring its full powers and knowledge to ‘ar upol the 
problem of creating world production. This is an appeal to r gnize that the 
struggle is on in varying countries for these same objectives. I attach a copy of 
an address which I made to the International Bar Association in London last 
July, primarily to illustrate this point and because of the sources a 
tion cited in this article. The gains on our side are greater than 
ranging from the failure of state socialism in Yugoslavia to the complete repudi 
ation of nationalization at the last general election in Turkey and a frank ana 
avowed turning back to private initiative and enterprise as the only instru 
mentality which can explore and develop the vast resources of that splendid 
country which for generations has stood as a bulwark against Russia and now 
is one of the most fearless spearheads directed at totalitarian cCommunisin, 

May I refer also to my prior testimony on this subject before various com 
mittees of the House and the Senate as follows: 

Hearings before Senate Foreign Relations Committee, Eightieth Congress, 
second session, pages 1080-1101 (1948). 

House Foreign Affairs Committee, Eighty-first Congress, first session, pages 
631-670 (1949). 

Senate Banking and Currency Committee, Eighty-first Congress, first ses- 
sion, page 75 (1949). 

House Banking and Currency Committee, Eighty-first Congress, first ses- 
sion, page SS (1949). 

House Foreign Affairs Committee, Eighty-first Congress, second session 
(1950). 

Senate Foreign Relations Committee, Eighty-first Congress, second session, 
page 73 (1950). 

See also addresses by the writer in this field: 

Canada, United States, and Marshall Plan, delivered at the midwinter 
section of the Canadian Bar Association at London, Ontario, January 1948 
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American Private Enterprise and European Reconstruction, delivered at 
the International Bar Association, The Hague, Holland, August 1948. 
Essentials of Truman’s “Bold New” Program, an address to Inter-Ameri- 
can Bar Association, and to the Detroit Board of Commerce foreign trade 
dinner, Detroit, Mich., May 1949. 
See also Littell, The “Guarantee” Idea, Fortune, November 1949, page 95. 
Respectfully submitted. 
NorRMAN M, LItTELL, 
Chairman, Committee on Foreign Economic Cooperation, International 
and Comparative Law Section, American Bar Association; Chairman, 


Committee on International Economie Cooperation, International Bar 
Association. 


(The address referred to is on file with the committee.) 


STATEMENT OF NATIONAL COUNCIL OF JEWISH WoMEN 


Throughout its history, the National Council of Jewish Women has supported 
measures designed to build a world of peace and stability. In 
postwar years, the National Council of Jewish Women has recognized the 
grim fact that peace and stability require military defense as well as the 
economic and social measures which normally line the path to peace and plenty. 
The members of the council have not turned aside from the realities of the 
world today. When Korea was invaded the National Council of Jewish Women 
took a firm stand in support of the action of the United Nations Security Coun- 
cil and the United States in resisting aggression in Korea. 
But at the same time, the National Council of Jewish Women firmly ex- 


pressed the view that military might alone would fail to secure a free, peaceful 
world. 


all 


the recent 


“We have had many tragic lessons to show us that military objectives 
once obtained fail us unless they become the prelude for broader democratic 
goals. * * * The United States must particularly give concrete evidence 
of our intentions to the people of Asia. This can best be done by increasing 
the scope of our point 4 program, by giving them direct economic aid such 
as the Marshall plan provided for Europe, and by supporting the forces of 
democracy and independence now making themselves felt throughout Asia.” 

Americans are faced now with the same problem of dividing our strength 
and resources between military and economic aid. Again, the National Coun- 
cil of Jewish Women stands firm in the belief that economic aid must not be 
sacrificed to the military, that we must not forget our total and long-range 
aims under the immediate threat of aggression. 

[t is because of this unwavering conviction that we of the National Council 
of Jewish Women are writing to urge that the legislation for foreign aid give 
full and bold recognition to the need for economic assistance, especially to 
the people of Asia who are in such desperate need of help to achieve freedom 
and security. 

It is one of the tragedies of our time that the rich fruits of the great indus- 
trial power of the United States must be devoted to defense and security for 
as long as the threat of Soviet aggression continues. The tremendous obliga- 
tions that we have undertaken in the mutual security program must be main- 
tained at full strength until the possibility of peace without military strength 
has been reached. 

But although the United States is now forced to engage in defensive mili- 
tary preparations on a scale unequaled by anything in American history, we 
cannot allow ourselves to forget that our military preparation is not an end 
in itself. We are prepared to defend the free way of life and, if necessary, to 
fight for it, but military defense is not enough. We must at the same time 
work constantly to strengthen freedom throughout the world and thereby 
prevent the encroachments of communism. 

The most susceptible area for these encroachments is that vast part of the 
world where the majority of the people are on the verge of starvation, and where 
ill-health and illiteracy dominate. It was about this part of the world that 
President Truman spoke when he urged a “bold new program for making the 
benetits of our scientific advances and industrial progress available for the im- 
provement and growth of underdeveloped areas, * * : Our aim should be 
to help the free people of the world, through their own efforts, to produce more 
food, more clothing, more materials for housing, and more mechanical power 
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to lighten their burdens.” Aid to the backward areas of the world is vit 
to the defense of freedom. If freedom is to be successfully defended, we mus 
give this aid to the very limit of our ability. Through such a “bold new pré 
gram” we will make clear to all the world our support of the United Nations 
Charter which aims to create conditions of stability and well-being in the wor! 
through “higher standards of living, full employment, and conditions of econom 
and social progress.” 
Economic assistance to raise the living standards of backward countrie 

not new in the history of the United States. In the Ph 
America the United States has been giving such aid for 
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and the United Nations since their inception. We supported 
programs because we felt they offered the most constructive help 


the world who wished to defeat communistic infiltration and outright 
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The accomplishment of ECA in Europe has manyfold justified our faith in t! 
means of giving hope to a fear-ridden world We have followed the worl 
ECA in intimate details, our former National Maste Albert Goss followed 
our present Master Herschel D. Newsom having served during the entire 
of ECA on its present Advisory Board. ECA has demonstrated conclusive 
that the most dependable people are those who have reasonable hopes of the 
future freedom; and at the same time it has been shown otherwise that the 1 
undependable people are those who can see little such hope 

In a recent report to the President on ECA’s accomplishment, the Adviso 
foard made the following statement: “There is reason to believe that E¢ 
work actually stopped Soviet Russia from swallowing up Western Europe 
addition, Europe’s trade barriers are being broken down and a continent 
market is being created. Her economy is being integrated. She is being tang 
American technical .know-how Production is constantly climbing 


healthier Europe and stronger members of the free world elsewhere 
ing. This is work that must underlie and support any defense effort 
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The major purpose of these hearings is, we judge, to provide for the defense 
of our Nation and other friendly nations by building up the free-world military 
forces, by promoting defense production, and by strengthening the will of people 
to defend their freedom through assisting them in their economic development. 

The National Grange believes that all three of these approaches to the problem 
are sound but we do not feel competent to discuss the soundness of the proposed 
military assistance phases of the proposals being considered. In thus avoiding 
a discussion of the military aspects of aid, we are mindful of the extreme im- 
portance of this phase of aid and of the existence of a margin where military aid 
and economic aid cannot readily be distinguished or separated. We know that 
military aid is far more important when measured in terms of immediate national 
security, but we are convinced that in a longer view of solving the problems of 
the troubled world economic aid is far more important. Military aid may stave 
off imminent aggression, but only friendly economic aid that brings mutual 
improvement to both the receiver and the supplier will in the end bring the 
world into an era of peace. 

Since therefore we are not able to analyze adequately the amount or nature of 
military aid, we would like to address our remarks primarily to the phases of the 
work of the committee dealing with economic assistance, especially technical 
cooperation assistance, 

From the long-time viewpoint we look upon this phase of the proposals before 
the committee, as we implied above, as offering the best hope for a peaceful world. 
Economic aid, if pursued wisely and in the proper spirit, will bring hope where 
there is little hope. It will bring to people the means of helping theniselves 
where, without this assistance, they could not help themselves, 

At this point we wish to emphasize the importance of making the economic 
aid portion of our foreign assistance programs truly mutual assistance programs, 
These economic programs in the strictest and most materialistic sense, and not 
in an abstract or intangible sense, can and should be made mutual aid programs. 

We believe that every dollar wisely and judiciously spent in helping the under 
developed free nations of the world to increase and better their economic capacity 
will return to our Nation at least as much and probably many more hard dollars 
of return in the future. 

Furthermore, we believe that the more clearly this assistance is offered and 
put on a mutual assistance basis, the more will all nations assisted maintain 
their own self-respect and their ambition to help themselves, 

More specifically, what does mutuality of aid mean? What do we and the 
other countries each supply and receive? In the first place, we will supply 
technical assistance and direct financial aid, probably both publie and private. 
In supplying this we should make it clear that we are also giving the receiving 
nation a greater assurance of independence, both political and economic, This 
meuns that they as a result should have a greater assurance against fear of 
negression or internal interference, from the United States, U. S. S. R.. or from 
other nations. 

This assistance should also be given in such a manner as to assure them of the 
most rapid practical development of, and fruits from, their own natural and 
human resources. In short we shall miserably fail in our offer of economic 
assistance unless we can show the recipients of this aid that it is not given for 
exploitative purposes, but for mutual development and aid. What material 
returns do we get from this aid? What do we get out of it? In the first place, 
one of the most expensive undertakings now confronting this Nation is the 
elimination of the great danger of communism, By this aid we help to create 
in these underdeveloped areas economic progress which stabilizes their friend- 
ship for other free nations and helps to insulate their political and economic 
life against communistic influences. This is the really important gain that we 
undoubtedly realized from Marshall aid in Europe. 

But our aid is also certain to bring greater future trade and its consequent 
material gains. It will open up many new opportunities for self-liquidating 
publie and private investmentS and will add greatly to the security of, and the 
income from, these investments 

In the months and vears immediately ahead we should also gain much in 
the amount, cost and dependability of7supplies of strategical and other needed 
raw materials: for, from the noncompiuinistic so-called underdeveloped areas, 
we obtain around three-fourths of most of our supplies of needed raw products. 

The economic aid needed for the underdeveloped countries is of a much dif- 
ferent nature or kind to that supplied through the European recovery program, 
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In the latter program agriculture played a minor though important role. In the 
underdeveloped areas agriculture constitutes over three-fourths of their economic 
activity. Also, agriculture in these areas varies widely in its primitiveness, The 
problem is first and foremost to develop a more productive agriculture; to iirst 
raise their dietary standards; and then to gradually release farm: workers into 
nonfarm pursuits. <All of these countries are important sources o! supply o 
minerals, timber, raw materials, and other related extractive industries. 

Much of the initial stages of economic aid to these countries must be devoted 
to improving the agricultural and other extractive industries to give them the 
double benefit of increased export credits and to release personnel for Work in 
hnonextractive industries. Undoubtedly, the first additional manufacturing in 
dustries will be in the lighter industry fields—such as processing food, raiment 
and shelter products. This means that both technical assistance and economic 
assistance, in the form of investment, must be on a far more modest scale than 
the assistance supplied to Europe where the problem Was the earliest possible 
rehabilitation of the world’s second largest and most complex industrial econ 
omy, after the problems of its immediate relief were taken care ot 

Not only is the assistance in the underdeveloped countries on a relatively less 
expensive scale than that of the European recovery program, but it will take a 
much longer period to initiate and mature. In short, i 
modest magnitude and more deiiberative basis than the European recovery 
program. 

Agricultural methods are deep-rooted in the customs and prejudices, and in 
the social, religious, and political lives of people. These are not and cannot be 
changed by revolutionary means, and only highly skilled and experienced farm 
technicians can understand and develop needed and practical improvements 
The most practical way of initiating this type of help is on a small scale and at 
a cautious rate. Yet this must be initiated and developed fairly successfully 
and extensively before appreciable workers can be released for programs of 
industrial development. 

The methods used in the technical-assistance program conducted by the 
Technical Cooperation Administration under the direction of Dr. Henry G. 
Bennett, and in the technical activities of ECA, are geared to the rural, largely 
primitive economies of the underdeveloped areas. Their primary need is to 
produce more and better foods to feed their people a minimum required amount 
of food. To do this, they do not need large grants of dollars or consumer goods. 
They need immediately few or no tractors or other up-to-date agricultural ma- 
chinery. They need to take simple, basic steps that they can understand and 
apply themselves, largely with the resources they already have at hand, They 
need scythes instead of sickles, threshers instead of flails, plows of steel instead 
of wood, and better seed and livestock. They need insecticides and fertilizers, 
need to know how to use manure and legumes, to know better methods of har- 
vesting and storing their crops, and need better systems of land tenure and 
eredit that will assure them a larger share of the fruits of their labor. 

The nature of the problem determines the nature of the solution. It is for 
this reason that the technical-assistance program consciously and deliberatel) 
emphasizes the “rural approach.’ The aid it extends Consists primarily of 
the services of American technicians—agricultural research and extension spe- 
cialists, public-health doctors and nurses, educational and vocational instructors, 
engineers and public administration experts—and the training of technicians 
of the other countries in these and similar fields. The technicians are supplied 
with suflicient equipment and operating funds to show the people with whom 
they work how to put the improved techniques into practice. 

This demonstration method has the virtue of not seeking to impose a precon- 
ceived ready-made result upon other people, but of helping them do what they 
want and need to do anyway—better their conditions of life by their own efforts. 
It does not humiliate them by offering them charity in the form of food or goods 
they will not earn. It dignifies them by enabling them to create new wealth of 
their own. 

This method also enables the American people to express their spirit of co 
operation with other people in vast areas of the world at relatively small cost 
It has been demonstrated repeatedly that a dollar spent on technical cooperation 
goes further than one spent on any other form of foreign assistance. Moreover, 
the people helped in this way can contribute in kind, in the form of services of 
their own technicians, officials, and workers, their own land, buildings, and 
facilities, in addition to money in their own currency. 


t must be on a more 
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More than 80 countries now cooperating in the technical assistance program 
are contributing $3 to every $1 that the United States is putting into the joint 
effort. In some instances, small amounts of United States equipment, such as 
stainless steel for a vaccine plant, can greatly multiply the effectiveness of a 
technical assistance program. In this area which permits greater use of funds 
for investments the broader flexibility of the ECA legislation has real advantage 
over that of the Technical Cooperation Act. This broadened provision for 
supplying a minimum of necessary capital should therefore be incorporated in 
all technical assistance work for the coming fiscal year. 

Around 20 percent of the countries cooperating in the technical assistance 
work with ECA and over 60 percent of the visits of foreign trainees to the United 
States that are sponsored by ECA are for trainees to study and learn about 
improved American agricultural techniques and methods that can be adapted 
to the more primitive agricultural economies of the countries sending the 
trainees. This is a very significant and valuable work which has been sponsored 
principally by ECA in its technical assistance work. 

I have just spoken of assistance supplied by the countries being in the ratio 
of 3 to 1 to what we put up. This does not mean that additional funds are not 
needed to aid the underdeveloped countries to build water supplies, sewage 
systems, hospitals, dams, irrigation canals and power plants, roads, harbors, and 
industries which they need. . These projects require large amounts of capital, 
but most of these projects can and should be carried out on a self-liquidating 
basis, as they have been in our own country. Sound projects of these kinds are 
investments in the economic development of a country, and they yield momen- 
tary returns, either directly or indirectly. Such projects can be financed by 
loans from the World Bank or the Export-Import Bank or from private sources. 

One of the basic shortcomings of a country with only a primitive agricultural 
economy is the lack of opportunities for diversified investment of savings. In 
such a country as is evidenced by the prevailing situation in India, China, and 
similar old civilizations savings of the wealthier people are predominantly in- 
vested in rural land, urban real estate, precious metals and stones, and in dis- 
tributive and. financial institutions. These investments nearly always become 
means of exploiting the masses rather than sources of wealth and income to 
them, as for example, the landlordism of India, Italy, Spain, China, and other 
countries. 

By offering alternate industrial investment opportunities for savings, by re 
ducing the overintlated social and economic value in landed property, and by 
helping to work out land reforms that are acceptable to both the farm operators 
and the farm owners, the technical assistance program can bring about a firmer 
and more stable democratic economy for these underdeveloped countries. 

One of the major objectives therefore of the technical assistance program is to 
help mobilize the capital that exists in many of these countries themselves, and 
| te the condition that will diversify and make investments in the 
underdeveloped countries attractive and profitable to private eapital—both their 
domestic capital and capital from abroad. Technicians, working in the techni 
cal assistance programs under TCA and ECA can do this in part directly by 
developing the engineering and financial plans for sound projects, and in part 
indirectly by energizing the inherent productive capacities of the people of these 
countries and showing how their natural resources can be soundly developed 
and used. 


to hely crea 


Technical assistance is no new and revolutionary concept It may be made 


program but it certainly is not a bold new program. American mission 
uries have for decades carried out rudimentary technical assistance programs 
(but, nonetheless, the essentials of these programs) all over the world. These 
ave been conducted in the form of agricultural improvements, building hos 
itals and providing medical care and general economic and social betterment 
easures. Furthermore, all the elements of the technical assistance program 
1 


e been carried out since 1938 by our Government in its Latin-American aeri 


] 
) 
I 
l 


cultural work. So we are not launching out on an untried or visionary program 
but rather on one that is well tried and proved. 

There is one difficulty and imminent danger in the effectiveness and sound- 
ness of this program of technical assistance. It is fragmented in various agen 
cies and responsibilities of the National Government, between ECA, the Defense 
Department, the State Department, and other agencies. This is a difficulty of 
lack of organization and coordination. 

Phe whole philosophy, method, and approach of technical assistance is differ 
ent from the major job confronted in the ERP and in military aid. Since this 
is the case its separate and unified administration assumes major importauce. 
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It should be separately and distinctly administered, so that its guiding prin 
ciples and philosophy may be preserved. This does not mean, however, that it 
should not be coordinated with and kept from conflicting with the military and 
other special forms of aid. 

All the evidence points to the fact that the President, in requesting Congress 
to authorize the technical assistance program, and the Congress, in adopting 
the Act for International Development, had in mind a unified world-wide, con 
tinuing program to operate in the underdeveloped areas as a whole. Nowhere 
in the act is there any geographical limitation on where technical cooperation 
with the underdeveloped areas would or would not operate On the contrary, 
the act explicitly provides: 

“Sec. 405. The President is authorized to plan, undertake, administer, and 
execute bilateral technical cooperation programs carried on by any United 
States Government azency and, in so doing, to coordinate the direct existing and 
new technical cooperation programs.” 

We believe that this unification of the administration of the v: 
assistance programs is very important; and that in the revision of 
considered law the unification of all technical assistance under one 
should be provided for. This should be done in such a way that 
assistance program would not be endangered by the necessity of 


rCA of presently employed personnel of ECA that may be qualifies 
and rehabilitation aid, but who are ill prepared and experienced to 
the specialized technical assistance functions of technical assistance. 

The major and original functions of ECA were that of administering 
mediate relief, and the less immediate job of rehabilitation, of the war 
tated countries of Europe. In this charter it was given a temporary existence 
and a definite termination date. This assignment necessarily involved for 
Europe some technical assistance functions. But basically the great mass of 
ECA personnel is ill equipped to perform the distinctive job of the hnical 
assistance work. 

If these two organizations are to be put into a new and single agency, it is 
highly important that the Technical Cooperation Administration not in an 
sense lose its distinctive and unsubordinated identity In view of the untinished 
task of ECA in the rehabilitation of Europe and the further spread of ECA’s 


functions of rehabilitation due to the Mutual Defense Program, ECA’s fune 


exclusive of its technical assistance functions should probably be 
under no circumstances should its relief, rehabilitation and speciali 1 
aid functions be mixed with the technical functions of the Technical Coope 
Administration. 
The writer has, several times during the past 2 or 3 
resentatives of some 20 or more organizations who ar 
program and he does not recall any vigorous defense 
assistance program in and under the supervisi 
though some of these groups may possibly thin at te 
be carried out in this Department. 
Technical assistance is a job that will involve 
Cialists from every Department of National 
Commerce, Labor, Reclamation, Health, Educati 
Also, to be done with the greatest effectiven 
the personnel of our land-grant colleges, our uw { 
and from private service, construction, and manufacturing agencies 
that domestic programs and policies, as well as our foreign policies, mus 
coordinated with and used in the programs of the Technical Cooperation Admin 
istration. We believe, therefore, that technieal assistance should t be | 
in the State Department but should be separate from : epartment 
Because technical assistance must draw in the widest sense from > entire 
Nation's reservoir of technical knowledge, we recommend that most of the actual 
workers of the Technical Cooperation Administration be required by law to be 
drawn by assignment from agencies outside of the Administration, and that its 
expenditures for salaries of permanent employees be restricted to not over a third 
of all salary expenditures for any fiscal year, or some other proportion of salaries 
which an intensive study by the Congress indicates is sound 
Certainly the Technical Cooperation Administration should not be allowed to 
build its own complete and permanent staff of experts: for when it does it will 
lose its resilience to a growing United States technology and will come into con 
stunt bureaucratic conflict with sound domestic sources of technology and ex 
perience, and in constant conflict with other departments of the Government 
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To the credit of the present Technical Cooperation Administration, it has not 
done this, but it has drawn experts by assignments from other departmeuts for 
almost all of its personnel, 

We believe that experience of ECA with counterpart funds indicates that a 


sounder and more serviceable use of these funds can be made than has been , 


the case with ECA. As a long-time policy, we believe counterpart funds should 
be held to the credit of the United States in the country receiving the original 
grants from the United States: that these funds should be used in the country) 
only for projects or purposes mutually agreed to; and that if used to build 
self-liquidating works or projects, installment and interest payments should be 
deposited to the credit of the counterpart fund. The recipient country should 
have the right to buy up and close out all or any portion of the counterpart fund 
by paying to the United States current exchange dollar equivalents of the retired 
funds. Thus the counterpart fund would be in the form of a revolving fund, 
used by mutual agreement and held for sole use in the recipient country but 
held in the name of the United States instead of in the name of the country as 
was the case with ECA’s funds in Europe. 

We believe that efiiciency and coordination of the overseas affairs of the United 
States Government can best be served by administering all overseas affairs, ex 
cept the functions dealing exclusively with foreign policy and diplomacy, in a 
unified “Overseas Affairs Administration” similar to that recommended by a 
minority of the members of the Hoover Commission, including Mr. Hoover. Such 
au agency should have an independent status. It should be directly under the 
supervision of the executive branch, with an active Federal advisory board for 
the technical-assistance work composed of representatives of the major depart 
ments of the Federal Government vitally interested in and contributing to the 
technical-assistance phases of the agency’s work. There should also be a Public 
Advisory Board constituted in approximately the same manner and with about 
the same duties as the present ECA Public Advisory Committee. The technical- 
assistance work would be one of possibly three coordinate “services” (following 
the Hoover Cominission terminology) in the agency which, as indicated above, 
should possibly be called the Overseas Affairs Administration. The three 
services are: 

(1) The Technical and Economic Assistance Service. 

(2) The Relief, Rehabilitation, and Recovery Service (which would in- 
clude present ECA functions exclusive of all long-time technical assistance 

ork and including civilian occupied territory functions. 

(3) The Overseas Territory and Property Service (which would include 
the administration of Alaska, Hawaii, trust territories, battleground monu 
ments, and other United States properties and interests abroad ). 

Rough estimates of the amount to be spent for technical assistance during the 
current fiscal year including that spent in Asia, Africa, Latin America by ECA 
indicate an amount of from S275 to S300 million. The Rockefeller report sug 
gested that the amount spent for this purpose should be about a half-billion 
dollars per year. We are not in a position either to endorse the Rockefeller 
recommendation or to suggest an amount below that suggested. 

The question of how much of this should be allocated to the technical assist- 
ance work of UN is a question that merits more study than we have given to it. 
We believe, however, that the UN can perform its most useful function in this 
field by setting up standards of investment, standards of repayment of loans, and 
rules and regulations that are fair and equitable to both recipient and supply- 
ing countries and that are nonexploitative of the underdeveloped areas. This 
service of the UN would also include promoting the use of these standards in 
technical assistance work done by bilateral arrangements as well as their own 
multilateral work, making general overhead surveys of the needs and priorities 
of these needs, by analyzing the opportunities for profitable public and private 
investments of underdeveloped countries, and by undertaking to get the adop- 
tion and use of these standards and such surveys by all countries. The per- 
formance of these tasks by the UN relative to technical and economic assistance 
weuld do much to dispel the fear of under developed countries of the inter- 
ference from supplying countries and would pave the way for better bilateral 
irrangements in foreign assistance, 
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STATEMENT OF BERNARD WeITZER, NATIONAL LEGISLATIVE Direcror, JEwiIsn WAR 
VETERANS OF THE UNITED STATES OF AMERICA 


It is a privilege, greatly appreciated, to present the views of the Jewish War 
Veterans of the United States of America on the mutual-security program 
which you are considering. This program, as outlined in the President's com- 
munication to the Congress, is wholly in accord with the stand taken by our 
organization on many occasions in the past. 

We have supported, from the start, the European recovery program, the North 
Atlantic Pact, the mutual-defense assistance program, and the point 4 program, 

The results already achieved through these programs justify going ahead to 
the full extent with the mutualsecurity program proposed by the President 
At the meeting of the national executive committee, Jewish War Veterans of the 
United States of America, held in Boston, July 7, 1951, the following resolution 
Was passed unanimously : 

“Whereas the Jewish War Veterans of the United States of America has con 
sistently endorsed and supported our Government's efforts to bolster the military 
and economic security of those countries who stand with the United States in 
defense of freedom and democracy ; and 

“Whereas there is now pending before the Congress a measure seeking an 
appropriation of $84 million to provide the material assistance required to 
give full implementation to the mutual-security program: Now, therefore, be it 

“Resolved, That the Jewish War Veterans of the United States of America 
urge upon the Congress of the United States the early ndoption of the proposed 
legislation in order that our country’s friends in the community of free nations 
may be buttressed in the common effort of the free world to defend itself 
ugainst any possibility of Communist aggression. 

The problems at which the Mutual Security Program is directed, have long 
heen studied by the foreign-affairs committee of the Jewish War Veterans. In 
recommending the foregoing resolution at our national executive committee meet- 
ing there was a thorough discussion by the committee members who had come 
from all.parts of the country. There was complete agreement that the security 
of our United States is closely interwoven with the security, militarily and 
economically, of the countries which are on our side of the iron curtain clamped 
down by the Russian Communist Politburo. If we are to succeed in deterring 
aggression and if we are to keep war from our shores, then we, as leaders of 
the free world, must help our friends to help themselves build their economic 
and military strength. Both economic and military strength are essential to 
that goal. Neither one can be achieved to the degree required if either is neg 
lected. If we are to realize our hope of deterring war and assuring our strength 
to win should war come, we must have a mighty military preparedness program 
at home while carrying on the economic- and the military-aid program abroad. 

The experience of the past few years has demonstrated the efficacy of the 
Marshall plan as carried out by the ECA. No one can deny that this pregram 
was the decisive factor in saving Europe from being overwhelmed by Communist 
infiltration. Confidence in and the will for survival have replaced despair. Pro 
duction has increased and the economy of the ECA nations has improved re 
markably, as a consequence of the effort made Dy the peoples of those countries 
efforts which were stimulated and made possible by our encontragement and by 
our material aid. Our aid has produced results beyond expectation and those 
results gives assurance that the continuance of our economic aid, which is still 
essential, will pay off to us. 

In considering our own military-preparedness program, our Defense Depart 
ment and the Congress have been careful to give full cognizance to the importance 
of a sound economy and civilian morale as the foundation of the great effort 
we must make. 

We must be equally cognizant of these factors—a sound economy and civilian 
morale—in the Mutual Security Program which you are considering to strength 
en the efforts and the achievements of the free countries of the world whose help 
we expect and need to resist the common danger of communism 

What has happened as a consequence of the ECA program argurs well of what 
we can count upon on the nrilitary-preparedness side abroad. The response to 
General Eisenhower's efforts justifies the amounts needed and requested for mili 
tary aid. General Eisenhower's mission is a tough one and will be made well 
night impossible if there is any paring or chiseling of the amounts determined 
by the military advisers. The free-world countries outside the United States, 
and particularly the countries of Europe, have not yet rebuilt their production to 


t 


the point where they can draw out of their own facilities all that is needed 
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for adequate military defense. 
aid proposed in the Mutual Security Program. 

Fully as important to our security, as indicated above, are the technical 
assistance phases of the program. Of the myriad materials essential to the pre- 
paredness effort, many are scarce or nonexistent within our own borders or in 
the countries of Europe. These materials come, in many cases, from the under- 
developed countries of the world. Their production in adequate quantities can 
be assured by the technical-assistance program. 

We serve a double purpose when we give technical or financial assistance to 
these underdeveloped countries. When we increase their productivity, we create 
a situation which makes it more difficult for the Kremlin to promote its doctrines 
which flourish where need and misery abound. Furthermore, with such in 
creased productivity, we have a ready source of supply for those raw materials 
which we need to carry on our preparedness program to the fullest extent. In 
other words, our own defense is served by the use of the funds proposed in the 
Mutual Security Program in these underdeveloped countries, just as surely 
as the funds and military material made available to our partners in Europe aid 
our defense 

Che will and the capacity to fight for freedom can be developed to the highest 
degree only where there is a strong economy to produce, at least, the minimum 
living needs for the people and the supplies required for the Armed Forces. That 
is Why the economic aid and the military aid must go together, 
either form of aid will certainly be damaging to our effort. 

The situation is critical. It will continue critical until the defenses of the free 
world are adequate to deter Communists aggression in any form. The Mutual 
Security Program is a key step forward in our own defense: and, on behalf of the 
Jewish War Veterans of the United States of America, I respectfully urge that 
What we have to defend is too precious for dilatory action or fe 
ng in the authorization of the funds requested. 


A shortage in 


rany penny pinch 
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at submitted to the Senate Committee on Foreign Relations on behalt 
ef the Research and Policy Committee, Committee for Economic Development. 
by M Kestnbaum, chairman 









| statement presents the views of the research and policy Committee of the 
Committee for Economic Development on the problems of military and economi 

d to Western Europe.’ These problems were studied for several months by a 
(ET) subcommittee on international economic policy under the chairmanship 
of Gardner Cowies, president of the Des Moines Register and Tribune and Cowles 
Mag nes, Inc. These studies led to the preparation of a policy statement 
entitles Economic Aspects of North Atlantic Security,’ released on May 9, 1951, 
Copy of the policy statement is attached. The present statement is essentially 

summary of that document. 


mvineed that the Soviet threat to the freedom of Western Europe is 
S great today as at any time since the end of the war. We believe, furthermore, 
that our own self-interest, our treaty obligations, and our cultural affinity with 

t we share fully in strengthening the defenses 
of Western Europe against the Soviet challenge. 


Western Europe all require tha 


On these propositions, of course, 
there is fairly general agreement in the United States today. There seems to 
be less agreement, however, on the nature of the broad strategy that we should 
emiploy in seeking to thwart Russia’s hostile designs on Western Europe, This 
question was carefully examined by the committee. 

Qur strategic thinking must depend, of course, on our analysis of the precise 
ure of the threat we are combating. Is it the danger of military aggression, 






» Committee for Economic Development is an organization of businessmen formed to 

study and report on the problems of achieving and maintaining high and secure standards 
living for people in all walks of life through maximum employment and high productivity 
thin a free economy Its research and policy committee issues from time to time- state 

nts of national policy concerning recommendations for action which, in the committee's 
dgment, will contribute to maintaining productive employment and high living stand 

( t of the members of the CED research and policy committee is attached 





The United States can tip the scales with the 
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either in the form: of a general onslaught by the Red Army or in the form of local 
Communist aggression on the Korea pattern against a European country? Is it 
the danger of political and economic decay in Western Europe which will leave 
Europe prostrate and incapable of resisting Seviet expansion? Is it the danger 
of internal subversion by native Communist parties trading on weaknesses and 
inequalities in the political and economic structure aggravated by rearmament? 
It is clear that the threat to Western Europe embraces all of these possibilities. 
It is doubtful, indeed, whether the Politburo knows today what tactics it will 
employ a year hence. The hypothesis which is probably valid and certainly 
safest is that the Russians will exploit weakness and vulnerability wherever 
they may appear. The provocation which the Soviet rulers will always recognize 
is the provocation of opportunity. If a year or two hence the western powers 
have failed to organize sufficient military power to offer effective resistance, the 
Soviet strategists may decide to strike sooner rather than later. If, on the 
other hand, the western powers should commit themselves to an all-out mobiliza- 
tion which would, if sustained over a long period of time, inzpair their under 
lving productive strength and leave them economically exhausted, the Soviet 
leaders might decide to bide their time. Likewise, if European rearmament 
should force a sharp reduction in European living standards, seriously aggravat 


inequities in the distribution of income, and give rise to an explosive inflation, 


Soviet tactics might well revert to the emphasis on internal subversion which 
characterize the years immediately after the war. 

Given the flexibility of Soviet tactics, it is clearly the task of the western 
powers to organize a comprehensive and balanced security program which leaves 
no breach wide enough to invite a Soviet thrust. In view of the present military 
weakness of the western alliance, first priority must now obvi ly be given to 
rearmament. The rearmament effort must be on a scale sufficient to create 
within 2 or 3 years a military force able in the event of open war to check an 
onslaught by the Red Army until the full war potential of the United States and 
the allied free nations could be mobilized and brought to bear on the aggressor. 
At the same time, it must be on a scale so vast that it cannot be sustained 
during a long armed alert without undermining political stability and economic 
strength. It must be organized and administered so as to minimize harmful 
effects on living standards, on economic stability, on productive efliciency, and 
on economic growth. It must be accompanied by positive measures, both nation- 
al and international, to raise the productive strength and efficiency of Western 
Europe and the morale and spirit of the European people. In brief, it must take 
place in a climate which sustains and strengthens the hope of the people of 
Europe for a better future as freemen. 

Next to the failure to rearm, perhaps the costlier error that the United States 
and its allies could make in the next few vears would be to act as though rearma 
ment and security were synonymous. The contest between the Soviet Union and 
the West is ultimately a contest of strength, not of arms alone. Strength em 
braces not only armed might but in addition all those less measurable elements 
such as greater productivity, efficiency, equity in the distribution of income, 
political and economic stability, and social cohesiveness and spirit—which are 
the real sinews of national power. The Marshall plan, which has been the most 
successful element in our postwar foreign policy, was successful precisely be- 
cuuse it recognized and emphasized the economic and social aspects of European 
security. It is imperative that this emphasis be preserved and sustained in the 
rearmament period upon which we are entering. The rearmament program 
must be regarded as supplementing, not replacing, the cooperative effort to build 
a productive, stable, and united Western Europe. 


II 


1 


How much of a rearmament program can the continental European members 
of NATO support out of their own resources without jeopardizing their political, 
social, and economic stability? While no one can answer this question in exact 
quantitative terms, we believe it is possible to weigh the factors which are 
pertinent to this judgment. Our analysis leads us to disagree both with those 
who hold that the continental countries are so weak and unstable that they 
cannot safely undertake any expansion in their military programs and with 
those who would ignore economic and political limitations and would insist that 
the continental countries rearm up to the limit of their physical potential 

We believe that the continental countries of Western Europe are capable of 
making a substantial contribution to the combined rearmament effort. While 
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a major rearmament program would have been inconceivable in the conditions of 
1947-48, the tremendous economic advances which Western Europe has made 
under the Marshall plan today provide a margin of resources sufficient to support 
a higher level of military preparedness. Moreover, considerable scope exists for 
the expansion of European output above present levels. Much of the European 
investment in productive facilities which was made possible by the Marshall 
plan will begin to bear fruit in 1951 and 1952. The growth of Western European 
nericultural and industrial output continued at a steady rate through 1950, and 
futher growth is possible in the vears ahead. There are several million unem- 
ployed workers in Italy and Germany, and there is substantial concealed unem- 
ployment—i. e., meagerly productive employment—in France and other countries, 
Further additions to output could be obtained by attracting women into the 
labor force, by raising productive efficiency through increased specialization and 
trade within Europe, and by continuing the present BCA technical assistance 
program under which United States technical experts contribute advice and 
assistance to European producers, and European technical personnel study 
American productive techniques in this country. 

\t the same time there are important limitations on the scope of the continental 
rearmament effort which it would be perilous to ignore. First, it must be kept 
in mind that the rapid economic recovery of these countries since early 1948 


was from a level far below prewar. Per capita consumption in Italy and Ge 
many is still substantially below prewar, and in France large sections of the 
population have a standard of living very materially lower than in the 1930's 


In addition the coal production of the four major continental countries is st 
below prewar, and their food production has not risen as fast as their population, 
But the most serious limitatons on the ability of these continental countries to 
rearm rapidly become apparent only upon examination of the problems of 
managing the diversion of economic resources from Civilian to military uses 
\ government can accomplish this diversion in any of three ways, or by some 
combination of them: (1) It may employ fiscal or monetary measures, such as 
drastic increases in taxation, reductions in nondefense spending, and strict con- 
trol of credit, while relying on military orders and the operation of selective 


credit controls to divert economic resources to military production; (2) it may 
suppress the price inflation accompanying the enlarged military production de 
mands by the use of direct controls, such as price and wage control and con 
sumer rationing, while employing priorities and allocations to move resources 
into military production: or (3) it may simply employ or permit open inflation, 
using bank credit or the printing press to the extent necessary to outbid civilian 
demand for labor. production facilities, and materials. 

In the major continental countries, however, there are unusually formidable 
obstacles to the successful use of the first two methods, while the method of 
unrestrained intlation would have economic and political effects fatal to effective 
rearmament and to the value and reliability of these countries as partners in 
the North Atlantic Treaty system. 

The governments of these countries tend to be rather unstable coalitions 
embracing divergent political, and economic opinions Such governments have 
great difliculties in raising taxes, in reducing less essential government expendi 
tures, and in mobilizing public opinon. Their budgets are already heavily 
loaded with social-security charges, pensions, and other politically sensitive 
transfer payments and with large public investment programs necessitated in 
part by the relative timidity of private capital. Though their public revenue 
systems are antiquated and inequitable, they are already drawing off a large 
percentage of the national income. Personal savings are at low levels. The 
history of their currencies over the last generation and the uncertain prospects 
of their future have severely impaired public credit. 

Moreover, the sensitivity to price inflation in these economies is great. The 
history of periodic inflation over the last generation has produed an abnormal 
sensitivity by all economic groups to price increases. With any inflation scare, 
liquid holdings are invested in goods or black-market gold or dollars, thus forcing 
up prices and black-market exchange rates and aggravating capital flight. In 
these circumstances continental finance ministers and central bank officials 
have a deep-seated fear of inflation and of central-bank financing which helps 
to account for their caution in expanding their military budgets. 

This is not to say that the governments of these countries are not aware of the 
Soviet peril to their independence, nor is it to say that they underestimate the 
urgency of the need for rearmament. It does mean, however, that the con- 
tinental governments must operate within a range of policy alternatives which 






MUTUAL SECURITY ACT OF 1951 


is narrowed considerably by the economic vulnerability and politic: ’ 
their societies. What may appear to be an inadequate rearmament effort when 
judged in terms of the tolerances of the United States and British economies may 
very Well be substantial in the context of the economic and social capacities ot 
the continental countries. It must be recognized that the inst: i f the 
political situation and the strains in their societies and econot 
limits on the extent of the rearmament effort whicl 
undertake. This is an unwelcome conclusion, but it i 
ignore only at our peril 
Before the Korean War the continental members of NATO 
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he perilous to ignore the fact that there exists 
European consumption without inviting social 
political tension. The people of Western Europe have 
a decade. The courage and spirit of many Europea 
the difficult years since the war by the hope for a 
this hope with a call for severe belt-tightening raise 
political breach as wide as the military breach which 
close. 

It may well be that a modest and temporary reduction in consumption stand 
ards is unavoidable. How such cuts will affect morale, however, will depend 
to an important extent on whether or not the burden is shared equitably by 
different groups in the population. If the curtailment of consumption is en 
forced by inflati mor by increasing already excessive sales taxes and other in 
direct taxes, a disproportionate share of the burden will fall on the lower 
income groups. The adoption of equitable taxation policies by the European 
governments can do much to minimize the harmful morale effects of consumption 
cuts, 
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Improvements in the efficiency of governmental administration and elimina- 
tion of nonessential activities would make possible significant reductions in 
the nonmilitary expenditures of the continental governments without impair- 
ing necessary public services. Such reductions can and should be made, and 
the United States should use its influence to encourage administrative reforms, 

Domestic and foreign investment would be the area in which the deepest cuts 
could safely be made if the objective were to achieve a maximum of military 
power in anticipation of an inevitable and imminent war. Such a policy might 
be disastrous, however, if the present crisis should develop into a long armed 
alert. The failure to maintain a moderate rate of capital formation over the 
years ahead would dash the hopes of the people of Western Europe for a 
gradual improvement in their condition of life, and would dangerously weaken 
European morale. 

The Western European countries cannot allow their economies to stagnate 
as the price of a rapid military build-up. They must maintain a moderate and 
Steady rate of growth in their industrial and agricultural productivity. How- 
ever, since the Marshall plan made it possible for some of the European countries 
to maintain an unusually high rate of capital formation, it would appear that 
sole selective reductions in investment could be made without seriously adverse 
effects. Some pruning could be made in the area of retail and wholesale trade, 
in road building and similar types of public investment, and in other areas not 
directly related to industrial and agricultural production. 

We conclude, then, that the resources for European rearmament should come 
to the maximum extent possible from increased output—and the possibilities here 
are substantial. They should come from reduced exports only to the extent that 
a reduction in exports is unavoidable, from reduced consumption only to a minor 
extent, from governmental economies to the extent possible, and from selective 
cuts in investment designed to release some resources from this area without 
impeding fundamental economic growth. 


IV 


These considerations clearly point to the need for substantial military and 
economic aid to the continental countries. Without access to military plans and 
estimates, it is not possible to say What contributions in military equipment, in 
forces, and in economic assistance are necessary; but certain qualitative con- 
clusions are reasonably clear: 

1. The continental countries can be expected to contribute a very large pro- 
portion of the manpower requirements of Western European defense: but a 
large part, perhaps the major part of the equipment requirements must be 
supplied by the United States and Great Britain. 

2. For the near future, the rearmament effort of the continental countries wil] 
not have reached the point where it increases very significantly their immediate 
ability to repel aggression. Accordingly, it is during this period of 1 to 2 years 
ahead that the presence in or immediate availability to Europe of American and 
British divisions and air froups is most important. 

3. The position of Great Britain must be distinguished from that of the 
continental countries on a number of grounds: the substantially higher real per 
capita income of Britain; its economic recovery, Which made possible the suspen- 
sion of Marshall plan aid in December, 1950; the strength Which Britain derives 
from her position as center of the sterling area; and most important of all, the 
high level of national cohesion and the comparative stability of governmental 
authority which exists in Britain. For these reasons we can fairly expect from 
the British for the time being a military effort substantially larger in relation 
to their resources than in the case of the continental countries. Britain’s present 
military program is in fact larger relative to her national income than the 
likely maximum military effort which the continental countries can achieve. 

+. The continental countries will need general economic aid from the United 
States, Britain, and the British Commonwealth of Nations in addition to the 
projected transfers of arms and military equipment. In view of the sharp in- 
creases in the prices of food and raw material imports, and the likely effect of 
European rearmament on import needs and export availabilities, the continental 
dollar deticit seems likely to increase again. Moreover, the effect of the rearm- 
aument boom on prices in the sterling area has created a very large sterling deficit 
for the continental countries. Since their sterling imports are to a large extent 
essential materials and foodstuffs which cannot be foregone, these countries will 
also need special sterling assistance, 
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5. It is not possible, on the basis of the data available to us, to make an esti- 
mate of the cost to the United States of military and economic aid to Western 
Europe on a scale consistent with the considerations advanced in this policy 
statement. The administration program of aid to Europe, both military and 
economic, totals nearly seven billion dollars for the present fiscal year. This 
is a substantial sum which should have the most careful scrutiny before funds 
are voted. We do not have the information needed to enable us to judge whether 
the total amount requested is necessary. If, on the basis of detailed data sub- 
mitted to your Committee, the full amount is justified, the cost is one which, in 
view of the incalculable consequences of failure, the United States should be 
prepared to assume. 


Vv 


The major question concerning the content of United States aid to European 
rearmament is the extent to which it should be provided in the form 
tary equipment (“end-item aid”) and in the form of civilian 
or free dollars (“economic aid”). 


of mili 


goods or Services 


There appears to be a widespread confusion over this question, which mani 
fests itself in a tendency to exaggerate the importance of the choice between end 
item aid and economic aid. It is erroneous to regard end-item aid as facilitating 
the realization only of military objectives and economic aid as contributing only 
to nonmilitary objectives. Actually, as a matter of principle, once the detailed 
targets of European rearmament are set, these targets could be reached by either 
of these roads. Thus, if all aid were given in the form of military end-items, it 
would be possible to concentrate European industry and labor more heavily 
on export, closing the balance of payments deficit and making economic aid un 
necessary. Conversely, if only economic aid were given, the European countries 
could divert facilities and manpower from production for export and domestic 
consumption to produce their own military equipment; the balance of pay- 
ments deficit resulting from the necessary increase in imports of consumer goods 
and reduced exports would be covered by the economic aid. Thus in either case, 
United States aid would contribute to the realization of military objectives 

In practice, aid should be given in both forms. It will probably prove ex- 
pedient to give most of the aid in the form of major military end-items, such 
as aircraft, tanks, artillery, and the more complex forms of signal equipment, 
while the continental countries concentrate on the production of other yehicles, 
of the smaller and simpler ordnance items, and on the general support of NATO 
forces stationed in Europe. But moditications of the program will have to be 
made as the situation changes and some provision for administrative flexibility 
in shifting funds from one category to the other would appear to be desirable. 
To make a rigid legislative allocation of funds between the two categories would 
rule out the possibility of adjusting the form of aid in particular situations in 
order to achieve maximum efficiency in the combined military 
grams 

As concerns the administration of United States aid to European rearmament, 
the most important consideration is the conception 


production pro 


and the purpose with which 
it is carried out. If it is handled passively, simply as a problem of transferring 
resources to Europe, it will accomplish only a small part of its potential. Only if 
it is used as a means of effecting a coordination of military effort and economic 
policy among the NATO governments can we hope for results in Europe com 
mensurate with our economic sacrifices and those of the Europeans. This prob 
lem of conception and purpose is central; the forms and techniques of 
istration should serve that end. 

Authority for the administration of aid should be centralized as much as 
possible, both in Washington and in Europe. Economic aid should be admit 
istered as at present by the ECA or by whatever new foreign economic 
tions agency may be established. This agency should act as claimant agency 
foreign requirements, and consideration should be given to vesting in this 
authority to administer United States export controls 
abroad materials in short supply. 


admin 


opera 


agency 
and to procure from 
Close coordination of the administration of 
economic and military aid is essential to an effective foreign aid program. 
The rearmament of Western Europe poses issues of a degree of difficulty 
and complexity such as the United States has seldom had to face in its for- 
eign relations. Whether the cold war will last for 2 years or 20, no one can 
foretell. Whether Soviet pressure against Western Europe will next tal 


ake the 
form of military attack, diplomatic offensive designed to split the Western 
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Alliance, or fifth-column subversion based on internal political and economic 
weakness is equally uncertain. Confronted by these crucial imponderables, 
our task becomes nothing less than that of organizing a program of mutual de 
fense which we and our allies can sustain indefinitely, and which is capable 
of deterring or repelling a Soviet thrust in whatever arena the Soviets may 
choose. By demonstrating to the Russians the futility of further efforts to 
bring Western Europe under Soviet control, we would hope thereby to lay the 
basis for a durable negotiated settlement with the Soviet Union. This task 
will challenge to the limit the stability, the wisdom, and the skill of our foreign 
policy, and thereby the moral resources and the basic maturity of the American 
people, 

(fur participation in the European security program must be sutained and 
unwavering. The rearmament effort of the continental] Countries will be weak- 
ened by timidity and hesitancy so long as they doubt the steadfastness of pur- 
pose of the United States, and fear that some future reversal of United States 
policy may leave them to face the Red Army alone across a few hundred miles 
of German plain. To dispel this fear, our every official act and utterance should 
reflect our determination to share in the defense of Western Europe until the 
Soviet threat to the freedom of that region is abated. 

The common goal in Western Europe must be seen as balanced security—not 
as rearinament alone. Our strategy in Western Europe will be dangerously 
defective unless it is squarely based on the recognition that the Soviet threat 
is not just military aggression, or diplomatic maneuver, or internal subversion, 
but any of these alone or in combination. Consequently, the security of Western 
Europe requires that her defenses be strengthened against all the weapons of 
Soviet imperialism. The pursuit of this objective will necessitate continual 
compromise between greater armed strength on the one hand and economic 
well-being and advancement on the other. Decisions will have to be made day 
by day as to whether the cause of European security would be strengthened by 
the establishment, for example, of another infantry division at the cost of a 
further reduction in industrial investment. Such questions cannot be answered 
conclusively, and they may be answered wrong. But it is a matter of the 
highest importance that such questions be asked, and that the direction of the 
rearmament program be so organized as to assure that they will be asked; for 
the security of Western Europe must be understood as resting upon the condition 
of life of the people of that region, on their hope for a better future, and on 
the social and political unity of their countries—as well as on their armed might. 
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STATEMENT ON SECTION 509 or S. 1762, THE Mutruan Securit Act oF 1951, By 
ALBERT E. NOELTE, CHAIRMAN OF THE COMMITTEE ON rEN F THE NATIONAL 
ASSOCIATION OF MANUFACTURERS 


Mr. Chairman and members of the committee, my name is Albert E. Noelte. 
T am chairman of the committee on patents of the National Association of Manu 
facturers and am making this statement on behalf of the association, a voluntary 
organization of more than 16,500 manufacturers, 838 percent of whose members 
have less than 500 eniployees each. 

This statement is directed only to section 500 of S. 1762, the Mutual Security 
Act of 1951 Generaily speaking this section relates to patented inventions 


i 
and technical information. More specifically the section undertakes to provide 
} 


a remedy for (1) unauthorized use within the United States of an invention 
covered by a United States patent and for (2) damages to an owner of un- 
patented technical information resulting from disclosure of such information by 
reason of acts of the United States or its officers or employees, when such use 
or such disclosure occurs in connection with the furnishing of military assist- 
ance under the proposed act. The remedy provided is by way of suit against 
the United States in the Court of Claims for reasonable and entire compensation. 

This section of the bill is in effect an extension of the act of July 25, 1910, 
as amended and codified in 28 United States Code 149s, which act authorizes the 
owner of a United States patent to bring suit in the Court of Claims for unau- 
thorized use or manufacture of a patented invention by or for the United States. 
It goes further than the act of 1910 as amended in that it recognizes any 
unauthorized use of an invention covered by a United States patent “in con- 
nection with the furnishing of military assistance” under the Mutual Security 
Act and further in that it establishes the remedy for unauthorized disclosure 
of unpatented technical information in the same connection, Like the act of 
1910 it precludes issuance of injunctive relief because the remedy is exclusively 
for reasonable and entire compensation. The extension of the act of 1910 in 
these two respects is necessary in order to protect, at least within the juris- 
diction of the United States, those owners of patented inventions and technical 
information (which may be thought cf as secret processes and know-how) who 
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are asked to make such patented inventions and such technical information 
available in connection with the furnishing of military assistance under the 
Mutual Security Act. Perhaps the more important of the two remedies is the 
provision for recovery of damages for unauthorized disclosure of technical 
information. This can readily be appreciated when it is realized that the private 
owners of secret processes, know-how and similar information would otherwise 
stand to lose any property rights in such information the minute it is disclosed 
to any third party. The maintenance of a property right in technical informa- 
tion by keeping the same secret, and making technical information available to 
others by disclosure, are thus quite obviously incompatible procedures and the 
owner of such technical information could hardly be expected to be enthu- 
siastic about making such information available in connection with the furnish- 
ing of military assistance under the act were it not for the provision of the 
remedy by suit in the Court of Claims. i 

Unfortunately, however, section 509 as presently conceived in S. 1762, after 
providing the basic remedy, takes away most of its substance by setting up a 
special defense, beginning with the words “in addition, in any suit for damages 
* * *” in line 12 on page 15, and ending the words “in such information” in 
line 8 on page 16. This special defense provides in effect that any written 
description in any government file which has a provable date prior to the dis- 
closure to the United States by the owner of the technical information upon 
which the suit is based would be a bar to such a suit. This is entirely incon- 
sistent with the provision of an effective remedy for owners of technical infor- 
mation who in good faith make information available for use in the foreign-aid 
program. If the Government has the information available in its files it should 
make its own information available rather than accepting the information of 
a private party and then being in a position to renounce any obligation to com- 
pensate such party. The information available in the files of the Government, 
and which might provide a special defense, is vast in quantity and in many, 
if not most, cases unavailable to a private party. It would include not only 
the technical information available in the files of military departments but also 
the other departments and agencies, even the information contained in the 
voluminous files of abandoned patent applications which under the rules of 
the Patent Office are unavailable to the general public. It is, therefore, our 
considered opinion that the portion of section 509 above indicated should be 
completely deleted if the proposed legislation is to serve as an effective incentive 
to the owners of technical information to make the same available for use in 
connection with the furnishing of military assistance under the act. 

In further support of the belief that this special defense should be deleted, it 
may also be pointed out that a similar special defense to actions brought in the 
Court of Claims under the afore-mentioned act of 1910 as amended has been 
proposed in previous Congresses as an amendment to that act and has, to the 
best of our information, failed of passage in either the House or the Senate. 
A specific instance of such legislation is H. R. 3929 in the Eightieth Congress 
which this association then disapproved for the same reason that it disapproves 
of the present proposal; namely, that the Government now has any defenses 
which would be available to a private defendant and should not be in a position 
to dig into its files to unearth forgotten information to oppose a claim otherwise 
well founded in law and equity. 

While the foregoing objection to the special defense now provided for in 
section 509 is in my opinion most important and one which would represent 
the difference hbétween acceptance and nonacceptance on the part of American 
industry, there is nevertheless a further objection which is believed to be quite 
material. This is the fact that as now worded, the section limits suits for 
recovery of reasonable and entire compensation to the Court of Claims. There 
is a strong feeling in industry generally that suits in the Court of Claims, par- 
ticularly suits for compensation based on unauthorized use of patents, are 
subject to such delays that a decision cannot be obtained within any reasonable 
period of time. Here again it is important if section 509 is to serve its purpose 
of providing an adequate remedy so as to encourage the owners of patent rights 
and technical information to make the same available in connection with mili- 
tary assistance furnished under the act, that the remedy be completely adequate. 
This objection to the present language of the act might be cured by a simple 
amendment in line 8 on page 15 as follows: Insert after “Court of Claims” “or 
in the District Court of the United States of the District in which such owner 
is a resident.” Such an amendment would permit a choice of forum. Thus, 
where it is the opinion of an owner of a patented invention or of technical 
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information that more expeditious action could be had in a district court, the 
suit could be brought in such court. There is ample precedent for a provision 
of this sort in the Royalty Adjustment Act (35 U.S. C. 90), where it is provided 
that a suit for royalties may be instituted either in the Court of Claims or in 
the district courts of the United States. 

The foregoing outlines the two main objections to section 509 as now pre- 
sented. There are, however, two additional changes which it is believed would 
improve the language and better serve the purposes of the proposed legislation. 
First, in line 24 on page 14 and again in line 6 on page 16 it is suggested that 
the word “military” be deleted and the word “any” substituted therefor. This 
suggestion is based on the proposition that the Mutual Security Act appears to 
contemplate foreign aid generally as well as purely military assistance. It is 
just as important that relief be provided under section 509 for patent rights and 
technical information furnished in connection with nonmilitary assistance as 
it is for such rights and information furnished in connection with purely mili- 
tary assistance. Secondly, in lines 3 and 4 on page 15 it is suggested that the 
words “use or disclosure” should be substituted for the word “disclosure,” since 
use of the technical information is just as much an element of damage as the 
disclosure per se. As a matter of fact, it is believed that the failure to use 
this suggested wording at the points indicated may have been a draftsman’s 
oversight, since in line 12 on page 15 the expression “damages for use or dis- 
closure of such information” already appears, 


STATEMENT OF WILLIAM GREEN, PRESIDENT, AMERICAN FEDERATION OF LABOR, 
ON THE Mutua Securiry PROGRAM ON BEHALF OF THE AMERICAN FEDERATION 
oF LABOR SUBMITTED TO THE SENATE COMMITTEE ON FOREIGN RELATIONS 


The American Federation of Labor gives its full support to the Mutual Security 
Program as outlined in the President’s message to Congress of May 24, 1951. We 
strongly urge authorization of the necessary funds to carry out this program 
and request that no reduction be made in the authorization proposed by the 
President. 

We view the provision of the aid as vital in carrying forward the initiative 
of the United States in strengthening the free world. We fully recognize the 
need to discharge our responsibility toward the free nations standing with us 
in order to meet the deathly threat of Communist imperialism, to prevent Com- 
munist aggression, and to prevent a world war. 

Further recognition should be given by the Congress to the fundamental fact 
that the program of economic assistance to the free nations standing with us 
is just as vitally important as our military assistance to them. Positive leader- 
ship and positive initiative taken by the United States in launching the Marshall 
plan and the point 4 programs must not be abandoned for a defense course of 
action, 

We recommend that economic assistance in the future be made conditional 
on the acceptance by the receiving countries of the fundamental objectives to 
which the United States adheres for improving the standard of living of the 
masses. We believe that economic assistance should be conditional on the agree- 
ment by the countries receiving such assistance— 

“1. To assure a large and steadily growing volume of real income and effective 
demand, and the attainment of the higher standards of living. 

“2. To increase the production, consumption, and exchange of goods, and thus 
to contribute to a balanced and expanding economy. 

“3. To promote full and productive employment. 

“4. To foster and assist such industrial and general economic development, 
purticularly of those countries which are still in the early stages of industrial 
development, as will contribute to the achievement of higher living standards, 
and to encourage the international flow of productive investment toward this 
end. 

“D. To enable countries, by increasing the opportunities for their trade and 
economic development, to abstain from measures which would disrupt world 
commerce, reduce productive employment, lower living standards, or retard eco- 
nomic progress.” 

We further recommend the unification of the foreign economic activities of the 
United States Government in a single independent ageney under an administrator 
responsible to the President of the United States. We believe that both the 
economy and the effectiveness of the several foreign economic programs would 
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be greatly enhanced by such an integration of the foreign economic activities of 
our Government. 

I submit to the consideration of your committee the following statement 
adopted by the executive council of the American Federation of Labor at its 
August 1951 meeting just completed in Montreal, Canada : 

“We realize that the world situation remains extremely critical. Soviet ag- 
gression and the continuing threat of new aggressions imposes upon the demo- 
cratic world the necessity to rearm. This has led to serious consequences for 
the workers of Western Europe. That is why the growing strength of the 
Atlantic Pact nations is greatly compromised and hindered by continuing Com- 
munist strength in the labor movements of France and Italy, although there 
has been a great decline since the peak years of 1946 to 1947. 

“To overcome this remaining Communist Party influence in the critical areas 
of Western Europe, to continue the upward swing of Western Europe confidence 
and strength, and to defeat the enemies of democracy in the critical areas of 
France and Italy, it is imperative that the following things be done: 

“1. The beginnings of a growing feeling of strength in Western Europe among 
the democratic forces must be reinforced by an increased rate of the building of 
the west’s European army and arms. 

“2. Greater unification of the European economy, both civil and military, which 
would permit not only the building up of our defenses but the continued expan 
sion of the workers’ standard of living. 

“3. Increased measures must be taken immediately to prevent inflation and 
lower the cost of living so as to increase the workers’ purchasing power—or 
at the very least prevent its further deterioration. Such a program must be 
reinforced by an equitable tax system which is enforced especially against those 
who are most able to pay and who are not today paying—namely, the employers 
of France, Italy, and Germany. 

“4. The democratic labor forces must through united action offer a progressive 
program Which can provide an attractive alternative for the great number of 
workers who have deserted the ranks of the CP-controlled unions of France and 
Italy. 
>. The Governments of such countries as France and Italy must take im- 
mediate measures to prevent the CP reign of terror which still exists in many 
industrial centers and acts as a check on the further expansion of the non 
Communist trade unions. As long as trade-unionists who have finally broken 
with the CGT in France and the CGIL in Italy feel that local government author- 
ities as well as employers are either afraid or unwilling to break the CP strategy 
of terror, this remains as the greatest brake on the further advance of workers 
in France and Italy toward joining the non-Communist trade unions. 

“6. Reliance on pacts with Franco, Peron, and similar dictators must be re- 
jected as weakening the unity of the democratic world and as offering to Stalin 
an excellent opportunity to counter and undermine the western world’s moral 
and physical rearmament program, 

“These proposals must be further implemented by new economic measures 
in the ECA program for Western Europe. We of the American Federation of 
Labor have consistently supported the Marshall plan since its inception in 1947 
and the executive council is convinced that the progress made toward economic 
recovery vindicates this position. 

“The executive council desires to emphasize, however, that the defense of 
the democratic way of life cannot be secured by armaments alone. The efforts 
of the Marshall plan to improve the standards of living in European nations so 
that the benefits of economic and political democracy can be enjoyed by all those 
who are called upon to defend it must be reemphasized. Low wages and high 
prices resulting in too low standards of living still are all too prevalent, es- 
pecially in the key countries of France and Italy. 

“The executive council, therefore, supports the aims and purposes of the 
recently announced program of the ECA to assist European employers and 
workers to increase productivity. The program must be one that will guarantee 
that the rewards of increases in productivity be equitably shared by workers 
and consumers. The full participation of the trade unions at all stages is 
essential to meet this objective. 
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“The efforts of the ECA and the Organization for European Economie Co- 
operation and all the participating country governments to broaden markets 
through such agencies as the European Payments Union and the Schuman 
plan and through the reduction of restrictive trade practices and the economic 
integration of Europe must be redoubled. 

“The executive council calls upon the affiliated unions of the AFL to make 
available the skills and knowledge of American workers wherever they can be 
helpful to their fellow workers in Europe in improving their conditions through 
increased productivity. 

“The productivity assistance program designed and operated with the full 
participation of the free trade-unions of Europe and America within the frame- 
work of a free and expanding economy is the only guaranty of improved workers’ 
living standards and of the defense of our common freedom.” 


x 





